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EXECUTI VE SUMVARY

The primary purpose of this series of studies is to assess the

| evel of conpetition between U.S. air carriers, with particular
focus on changes in the degree of conpetition in service and fares
in the domestic sector. However, our experience in the area of
international air transportation strongly sug%ests that no study
of donestic conpetition would be conplete w thout exam ning the

i npact that the international sector may have on that conpetition.
This is especially true given the tremendous growth in the nunber
of passengers and comunities receiving inproved international air
service since deregulation, and the fact that all of the major
carriers which provide donmestic service now al so provide

i nternational operations.

Wth these considerations in mnd, this section exam nes

devel opnents in the international sector between 1978 and 193&.
We di scuss the expansion of air service between the United States
and foreign points by describing the changes that have ocecured in
the overall i1nternational market during this period inits
discrete subdivisions: the Atlantic, Pacific and Latin America
subdivisions. W also focus on the inmpact that this dynamc
process has had on the operations, financial position, and
ultimately on the conpetitive positions of the major U S
carriers. In this context, we review each major carrier's
international operations in ternms of traffic, market share,
revenues and profits. This review allows us to assess the
contribution that each carrier's international service makes to
its overall system operations, and to conpare the results for each
carrier with those of its U S. conpetitors.

Based on our analysis, we have identified two primry ways that
international operations affect donestic conpetition. First is
the inpact of international operations on the financial position
of air carriers and thus on the resources they may have avail abl e
to conpete effectively. Second is the inpact of those operations
on the conpetitive positions of airlines at major airports and in
specific markets. In this area, we have exam ned the |inkage
between an airline's international operations and its access to
traffic to support its domestic operations; the relationship

bet ween international service and concentration at airports; and
how changes in international traffic flows over the past decade
have affected conpetition anong airlines.

BACKGROUND
An overview of the international transportation sector of the

industry provides a general understanding of the level and scope
of international operations.



Unli ke the deregul ated domestic air transportati on system
conpetition in international air transportation continues to be
governed by the Federal Aviation Act and bilateral agreenents
between the U. S. and foreign countries which to varying degrees
place limts on entry, levels of service and fare initiatives.

Gowh in the International Sector

Bet ween 1978 and 1988, international traffic, neasured by revenue
passenger mles as reported by U S. carriers grew by 141%, from

42.8 to 103.3 billion revenue passenger mles. Operating revenues
frominternational service for mpgjor U S. carriers over this
period rose from $3.9 billion to $13.3 billion, an increase of
241%.

The nunber of U S. carriers serving international markets, the
number of U.S. and foreign gateways served by these carriers and
the percentage of total traffic carried by U S -flag carriers have

all increased over the past decade, as shown in the follow ng
t abl e.
Summary of International Operations, 1977 and 1988

Entity/ No. of U.S. U S. Gate- Forreii gin U.S. Carrier

Year Carriers ways Gat eways % of Mar ket
Atlantic

1977 3 10 14 40%

1988 8 22 24 51%
Latin Am

1977 8 19 33 55%

1988 12 24 41 57%
Paci fic

1977 2 7 7 38%

1988 5 11 8 45%

Participation of U.S. Carriers

In 1988, international passenger operations were provided by 27
US carriers -- 10 major carriers, 4 nationalcarriers, 9
regional carriers and 4 mediumregional carriers.

Today, every mgjor U S. passenger carrier provides international
service. Anerican, Continental and Delta each provide service in
all three international operating entities. Northwest, Pan
Anerican and USAiir provide service in two international areas, and
Eastern, Trans Wrld and United in one.



Wth the exception of USAim, international operations are a
significant part of each carrier's total operatiemssll/ In 1988,
i nternational operations

== accounted for 24% of the revenue passenger niles flown
ang 22% of the operating revenues of the major carriers,
an

-- produced over $90@0 million in operating profits for the
major carriers, alnost 29% of total operating profits for
this group.

In 1988, the major carriers accounted for 92% of the international
revenue passenger mles flown by U S carriers and 95% of
International revenues. Their share of traffic over the past
decade began at 98% in 1978, declined to a | ow of 80% in 1982 when
there were a nunber of new entrants providing international
service, and has grown in every year Ssince.

In 1988, 98% of the international revenue passenger mles flown by
the major carriers were generated on schedul ed service. Only 2%
were attributed to charter operations. In 1978, charter
operations accounted for 8% of international revenue passenger
mles for this group.

Operating Resul ts

Except in 1980 and 193%, operatin% profits frominternational
operations of the major carriers have outpaced donestic operating
profits, i.e. international operations contributed nore profits

(l ess losses) than their proportionate share of operations. Since
1978, i nternational operations of the nmajor carriers have produced
operating losses in only two years (1980 and 1981)),, whereas their
domesti c operations have had operating losses in tfive years (1979-
1983). In six of the eight years since 1978 in which the major
carriers recorded systen1operatin9 profits, international
operations contributed over 25% of the operating profits, yet

I nternational operations have never accounted for 25% of revenue
passenger mles.

MARKET ANALYSI S

The overall international market has been characterized by uneven
growmh in terns of traffic (revenue-passenger-niles) and revenues
over the past decade. Gowh has been a function of economc
devel opments as wel|l as external factors such as terrorist

L/  Transbotdet operations, primarily to Canada and Mexico, are
i ncluded in domestic operation reports of U S. carriers. As a
result, transborder markets are not included in the internationa
data presented here. These markets account for a substantia
anount of international traffic.



incidents. Annual growh in traffic has ranged from -3.0% in
1986,, a year adversely affected by terrorism and other events such
as the Chernobyl accident in Europe, to an increase of 24.7% in
1987.. Revenue grow h has ranged from0.7%in 1982 to 26.7% i n
1987.. O particular note, traffic and revenues both grew

consi derably in 1987 and 193&.

In spite of the terrorist bonmbing of Pan Anerican Flight 103 in
Decenber 1988, international traffic during the first half of 1989
continued to grow. Wth the exception of Pan American's Atlantic
division and Eastern's Latin Anerica division, every other
international operating entity for the magjor U S. carriers showed
an increase in traffic for the first half of 198% over the first
hal f of 198®. Particularly strong traffic growth was reported by
the carriers operating in the Pacific. On the other hand, a
majority of international entities, including the Atlantic entity,
reported a decline in fares for the first half of 198% conpared to
the first half of 198&. This decline was |ed by Pan Anerican for
its Atlantic entity (-14.2%)

|nternational Market by Opetattiimgy Entity

The Atlantic operating entity continues to be the |argest
international market, accounting for approximately 50% of the
major carriers' international traffic in 198&. This is down
slightly froma high of 54% in 1985. However the Atlantic entity
has experienced annual traffic declines in several years since
1978 (1980, 1981 and 198%).. In absolute terns, the major carriers
reported slightly nore than twi ce as many revenue passenger mles
in the Atlantic entity for 1988 than in 1978.

The Pacific entity, on the other hand, has experienced |arger and
nore steady traffic developnent. In 1988, the Pacific registered
nore than three times the amount of traffic than it had in 197&.
Furthernore, it has grown from approximately one-fifth of all
international traffic to one-third. Mreover, it experienced a
Rr%;fic decline in only one year (1981) and that decline was only
The Latin Anerican entity accounted for 16% of the major carriers
international traffic in 198&. This is the second | owest
percentage for this entity. Throughout the first half of the
1980"s, Latin America traffic was relatively stagnant. Since
198%, however, it has grown at an average rate of approxi mately
15%.

As for the percentage of operating revenues generated by each
entity, in 1988 the Atlantic accounted for 46% of o eratin?_
revenues, Latin Anerica 15% and the Pacific 39%. The Pacific has
accounted for a greater share of gﬁerating revenues than traffic
in each of the past three years, ile the Atlantic entity has
accounted for less than its proportionate traffic share. Thi's
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reflects the higher fare yields being realized on Pacific _
oper ations. I n 1988, t he average ¥|eld per revenue g ssenger mle
for the Pacific was 14.00 cents. his conpared to 12.58 cents for
Latin America and 11.04 for the Atlantic.

In ternms of total operating profits, for the eleven-year period
1978-1988, the major carriers reported cunul ative international
operating profits of $2.647 billion. The Atlantic's share was
$1.190 billion, Latin Arerica's share was $322 nillion and the
Pacific's share was $1.13% billion. Thus, over the past decade,

thF Paci fic has generated al nost as nmuch operating profit as the
Atlanti c.

The evidence for 198% suggests that the inportance of the Pacific
market is growing. Pacific traffic was up 23% for the first half
of 1989, conpared to an increase of 5% for the Atlantic and 2% for
Latin Anerica. Northwest, United and Continental account for over
95% of the traffic in the Pacific. During the first half of 1989,
their traffic was up 21, 22 and 25 percent, resEectiver.
Furthernore, yields continue to be higher for the Pacific.

| nt ernational Market by Carrier

Each major carrier is affected differently by its international
operations. A few observations about each carrier are therefore
hel pful to understandi ng the inportance of international
operations for each carrier and how international operations
affect its conpetitive position

Anerican --
14% of its revenue passenger mles and 12% of its revenues
are generated on international operations. It is the
sixth largest U S international carrier, ahead of Delta,
Eastern and USAir. It is the third largest U S. carrier

in the Atlantic (11% of market), third largest in Latin
Anerica (22%),, and fourth largest in Pacific (2%).. The
Atlantic is the largest entity for the carrier with over
half of the carrier's international traffic. Despite
rapid traffic growmh for the Atlantic, American has not
realized an operating profit for the Atlantic since 198%.
The carrier has posted only nodest oPﬁraEing profits from
e

overal | international operations -- largest being $22
mllionin 1985. In 1988, it posted an international
operating profit of only $7 million on alnost $1 billion
in revenues.

Continental --
22% of its revenue passenger nmiles and 19% of its revenues
are generated on international operations. It is the
fifth largest nmajor international carrier. It is the
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Delta --

Eastern

fourth largest U S. carrier in the Atlantic (8%), fourth
largest in Latin Arerica (10%),, and third largest in the
Pacific (13%).. The Pacific accounts for 45% of its
international traffic, the Atlantic 40% and Latin America
15%. For the past two years, Continental has realized

an operating profit on 1ts international operations while
its domestic operations have been unprofitable. I n 1988,
the carrier had an operating profit of $170 million on its
international operations and a loss of $87 million on its
donestic operations. Furthernore, all of its interna-
tional entities have recorded an operating profit each
year since 1983.

11% of its revenue passenger mles and 10% of its revenues
are generated frominternational operations. It is the
seventh largest of the nine international major carriers,
ahead of only Eastern and USAiir, al though it has had
steady and consistent growth since 1978, when interna-
tional operations only accounted for 3% of its revenues.

It is the fifth largest Atlantic carrier (8%), the fifth

| argest Latin Anerica carrier (10%) and the fourth |argest
Pacific carrier (2%).. However, it has recorded an opera-
ting profit in each of its international entities since
1983. In 1988, its international operating profits
accounted for 17% of its systemoperating profits. 1its
profitability is due in part to its above-average yields
In each of the international entities.

12% of its revenue passenger mles and 12% of its revenues
are generated frominternational operations. The carrier
Is the next to the smallest major international carrier
(only USAitr is smaller). Eastern only provides interna-
tional operations in the Latin America entity where it is
the second largest carrier %2?&) behi nd Pan American.
Eastern's Latin America traffic was down 37% during the
first half of 1989 (during this time it filed for
bankruptcy). Since it purchased Braniff's Latin Amrerica
routes in 1982, the carrier has experienced an overal
operating loss for this entity. |ts nost Profitable year
was 1986 when it had an operating profit of $9 mllion.

Nor t hwest - -

41% of its revenue passenger mles and 39% of its revenues
are generated frominternational operations. The carrier
Is the second | argest major international carrier (only
Pan Anerican is larger). It is the next to the smallest
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carrier in the Atlantic (7% of market) -- only USAir is
smaller -- and the largest carrier in the Pacific (43% of
market). Over 90% of the carrier's systen1operatin8
profits came fromits international operations in 1988,
with the Pacific accounting for 85% of that anount.

Pan Anerican --

78% of its revenue passenger mles and 78% of its revenues
are generated frominternati onal operations. The carrier
Is the largest international U S. carrier, generating 50%
nore revenue passenger mles than the second | argest
carrier Northwest. It is also the largest carrier in each
of the operating entities in which it provides service --
Atlantic (38%) and Latin America (35%). In the Atlantic,
its share of traffic has declined from47% in 1978,
whereas in Latin Arerica its market share has remai ned
fairly stable. In 1988, its international operations
generated an operating profit of $76 nmillion while its
domestic operations sustained a | oss of $181 million.

USAir (Piednmont) --

4% of its revenue passenger mles and 3% of its revenues
are generated by international operations, making it the
smal l est international carrier. These percentages are
based on Piednont's system revenue passenger mles and
revenues. Inclusion of USAir''s data woul d decrease both
of these percentages. It is the snallest of the

seven Atlantic carriers (3% of nmarket) and the smallest of
six Latin America carriers (1% of market). It reported
an operating profit of $12 million frominternational
operations in 1988, |ess than five percent of its total
operating profits.

Trans World --
39% of its revenue passenger mles and 36% of its revenues

are generated frominternational operations, making it
the third largest international carrier between Northwest

and United. It only operates in the Atlantic entity,
where it is the second |argest carrier (29% of market)
behind Pan American. Its share of the Atlantic market has

declined from45% in 198%. However, in 1988, Trans Wrl d
accounted for over one-half of the industry's operating
profits fromthe Atlantic ($147 million of ($26% million).
Trans Wrld has had profitable international operations in
every year covered by this study (since 1978), while its
donestic operations recorded |osses from 1979-198% .
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United --

18% of its revenue passenger mles and 20% of its revenues
are generated fromits international operations, making it
the fourth largest of the nine international mgjor
carriers. It only operates in the Pacific entity, where
it is second behind Northwest with 40% of the nmarket.

In 1988, its Pacific division generated over $200 mllion
in operating profits, over 30% of the carrier's total
operating profits. For the past two years, the carrier
has experienced traffic growh of over 20% per year on

Its Pacific service.

EFFECT OF | NTERNATI ONAL OPERATI ONS ON SERVI CE COVPETI TI ON

W have approached this subject by exam ning the inpact of
international operations on conpetition at major U S. airports and
in specific markets.

Airport | npact

Qur survey indicates that international operations affect donestic
conpetition by contributing to the viability of flights operated
over routes served frommajor U S airports and by influencing the
conpetitive position of airlines at those airports. In this
regard, international operations have both inproved the
conpetitive position of the non-dom nant donmestic carriers at a
nunber of airports and have reinforced the conpetitive positions
of the dom nant donestic carriers at others.

Virtually all airlines offering international service have
attenpted to design their system operations to provide convenient
single-carrier flights for passengers traveling between interior
U S. points and foreign points via the airlines' international
gateways. These flights provide feed traffic for the
International trip and, equally inportant, additional traffic to
support the domestic leg of that trip.

Carrier operations to and fromtheir international gateways are
strengthened to the extent that they flow international traffic
from interior points over these gateways.

As to the inpact of international operations on concentration at
maj or airports, our analysis shows:

* None of the top 10 international airports based on
i nternational enplanememits is a highlé concentrated hub
(i.e., one carrier having nore than 75 percent of
total enplanementtsy). The top ten international airports
account for 88% of international enplanementtss at the 22
largest U.S. international airports.
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¥ At 12 of the nation's 22 |argest international airports,
international traffic is a major portion of the operations
of a non-dom nant domestic carrier at that airport. At
these airports, the international operations of these
carriers have inproved their ability to conpete with the
dom nant domestic carrier in domestic city-pair narkets
served by the airports.

¥ At the remaining 10 of these airports, the dom nant
domestic carrier is also the domnant international
carrier. At these hubs, international operations
conpl ement and reinforce the strength of the dom nant
domestic carrier at the airport.

Mar ket | npact

We exam ned changes in two mgjor international nmarkets over the
past ten years to determ ne what changes are occuwiimgy i n the
structure of international narkets and how these changes affect
the conpetitive relationship between U.S. carriers. Specifically,
we &ooked at the extrenely large U S. -London and U. S. -Tokyo

mar ket s.

During the 1980's, the United States pursued an internationa
aviation policy of expanding service opportunities and negoti ated
new service rights in both of these major markets that have led to
new i nternational route awards and service. These changes have
had an inpact on conpetition both in the international air
transporation market and in the U S. air transportation industry.

In both of these cases (London and Tokyo), we have experienced an
increase in the nunber of US. carriers providing direct service
fromthe U 'S. and the nunber of nonstop U S. gateways. These
changes are having a significant effect upon the structure of the
air transportation market and the role of individual carriers.
Based on the linmted markets exam ned, the evidence suggests that:

¥ The increase in the nunber of gateways and carriers has
resulted in a substantial increase in traffic in the
market, particularly frominterior U S. comunities with
Breviously low levels of traffic. These traffic increases may
e attributable, in part, to the greater marketing presence
at interior comunities for new international carriers and to
the greater availability of on-line service.

¥ A greater percentage of international passengers are now
transported fromtheir origin to their final destination by
only one carrier (i.e., the amount of inter-line connections
has declined). This situation has put conpetitive pressure
on carriers to seek and serve international routes 1n order
to protect or expand their market share.
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For the U.S.-London market there appears to be nore conpetition
between U.S. carriers in those city-pair narkets that were
served nonstop in both 1978 and 1988. In general, the dom nant
US. carriers' share of these markets declined over the period
and other U S. carriers garnered |arger market shares. here
appears to be less conpetition between U S. carriers in city—
palr markets that are new gateways. At these gateways the new
International authority tended to be awarded to the dom nant
donmestic carrier at the airport and that carrier has obtained
a large share of the international traffic. There appears to
be substantially nore conpetition in non-gateway city-pair
markets (interior U S. points to/from London) as the opening of
new gat eways has increased service opportunities for passengers
at these interior conmmunities.

For the U S. -Tokyo market, as of 1988 there does not appear

to be any significant increase in the degree of conpetition
between U.S. carriers for share of the market. This may be due
in part to the fact that bilateral considerations have
substantially limted the number of new gateways and the
service that may be provided at those gateways. Until 1987,
only two U S. carriers provided service between the U S.
mai nl and and Japan. Since then, three U S. carriers have been
added -- American, Delta and Continental -- and the nunber of
gateways has increased. Thus, wth additional service
opportunities (additional carriers, gateways and frequencies)
and tine to devel op those service alternatives, we would expect
greater conpetition follow ng the pattern of the London market.

Traffic patterns and the structure of the international markets
under review have been affected by a nunber of devel opnents,
including the increase in the nunmber of U'S. carriers providing
direct service in the nmarkets, the nunber of communities
receiving such service, and the ability of these carriers to

of fer broad geographic coverage in the United States. These
devel opments have served to increase the total nunber of
passengers receiving single-plane service, and the percentage
of passengers receiving this service in conparison to two—
carrier connecting service. The increase in the on-line
service in international travel has (a) decreased foreign-flag
carriers' share of connecting markets, and (b)) decreased the
overal | market share of those US. carriers operating as feed
carriers for the foreign carriers.
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| | nt r oducti on and Approach

The primary purpose of the series of studies of which this is a
part is to assess conpetition between carriers in the donestic
U.S. air transportation industry, focusing on the changes in the
degree of conpetition in service and fares since deregul ation and
the factors affecting the ability or inability of carriers to
conpet e.

However, given the magnitude of the international air
transportation nmarket and the fact that all of the magjor U S
domesti c passenger air carriers participate in that market, any
conpr ehensi ve study of conpetition anong carriers nust also | ook
at and take into account the international sector of the industry.
This study addresses the issue of the inpact of international
operations on U S. air carrier donestic conpetition, focusing on
two primary ways that international operations affect US. air
carriers' conpetitive position.

First is the inpact of international operations on the financial
position of air carriers and thus the availability of resources to
enabl e them to conpete effectively. To the degree that

i nternational operations add to or detract froma carrier's
financial wherewithal, that carrier will be in a stronger or
weaker position fromwhich to conpete with other air carriers in
the donestic system To illustrate this point, in 1988 both
Continental and Northwest earned substantial operating profits on
their Pacific operations ($110 million and $154 mnillion,
respectively). Their donestic operations were far |ess successful
financially: Continental had an operating loss of $87 mllion and
Nort hwest had an operatin? profit of $19 mllion. Consequently,
the ability of Continental and Northwest to conpete in the
domestic market was substantially aided by their profitable

I nternational operations.

Second is the inpact of international operations on service
conpetition. In general, international operations increase the
efficiency of an airline's overall operations by reducing unit
costs of overhead expense and by reduci ng average costs through
econom es of scale and greater utilization of facilities and
equi prent.  Moreover, international operations provide feed
traffic for domestic flights aligned with international flights.
This traffic helps to support the viability of donmestic flights
and therefore strengthens an airline's ability to conpete agai nst
other carriers operating in the sane donmestic market. | ndeed
sonme donestic flights would not be offered in the absence of
associ ated international operations.

Over the past decade, new U.S. gateways have been added to the
international route system These gateways have often been major
hubbiimg conpl exes for the carriers obtaining the new internationa
routes. If not, the carrier obtaining the new route has often
increased its level of donestic operations serving the gateway in
order to provide additional traffic feed for its new international
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service. As a result, the devel opnent of additional U S. gateways
for international operations has had a direct inpact on the
donestic service structure and conpetition. Thus, the study wll
al so |l ook at the growh and devel opnent of alternative U.S.
gateways (specifically in the European and Japanese markets), and
how this has affected the distribution and flow of international
traffic and feed traffic over donmestic routings (intergateway
conmpetition).

Qur analysis of the financial effects of international service
begins wth a presentation of data showi ng the size and growth of
the international market for the major U S. carriers for the
period 1978-1988. W di scuss the expansion of air service between
the United States and foreign points by describing the changes
that have oceuwed in the overall international nmarket during this
period and in its subdivisions: the Atlantic, Pacific, and Latin
Anerica entities. W also focus on the inpact that this dynamc
process has had on the operations, financial position and,
ultimately, on the conpetitive positions of the najor U S.
carriers. In this context, we review each major carrier's
revenues and profits. This review allows us to assess the
contribution that each carrier's international service nmakes to
its overall systen1operations and to conpare the results for each
carrier wth those of its U S. conpetitors.

Qur analysis of the relationship between international operations
and service conﬁetition consi ders the inpact of international
operations on the conpetitive positions of the airlines at najor
alrports. W provide data describing the growh of international
operations at those airports over the past decade. This data
provides a basis for discussing the contribution that
International feed traffic makes to the support of donestic
flights and for examning the relationship between international
service and concentration at nmajor airports. Finally, we exam ne
changes in two mgjor international markets (U. S.-London and U.S..~-
Tokyo) over the past ten years to determ ne what changes have
occurred in these major international markets and how t hese changes
have affected the conpetitive position of U S. carriers.

It should also be noted that this section of the study focuses on
the operations of those "mmjor" carriers providing schedul ed
passenger service. The mmjor carriers are those with annua
operating revenues of at least $1 billion, and include American,
Continental, Delta, Eastern, Northwest, Pan Anerican, Trans Wrl d,
United and USAir=. We have concentrated on the operations of this
group because it has a decisive inmpact on donestic conpetition and
because each nenber of the group now serves international narkets.

Si nce our Prinary interest here is on obtaining a better under-
standing of the Inpact of international operations on conpetition
in the domestic schedul ed market, we have not conducted an in
depth exam nation of the cargo or charter service markets. For
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simlar reasons, we have not provided a conprehensive review of
conpetition among U S. carriers in the international air
transportation market. W intend to undertake that review in the
com ng year. In that study, we will look at the structure of the
international transportation system at the beginning of the 1980 s
and the changes that have oeceutred over the past decade. We will
assess conpetition both among U. S. carriers and between U. S. and
foreign-flag carriers. W wll look at the results of our efforts
over the past decade to increase service and fare conpetition in
the international market. The findings in that study will be

hel pful in shaping our international air transportation policies
for the 1990's.

Before turning to the substance of this section, a few conments
about the data for international operations nmust be made. There
are several different sources of data on international operations,
including Immgration and Naturalization Service (INS) data, U.S.
air carrier service segnent data and O traffic data filed with
the Departnent, U.S. carrier Form 41 data (traffic and financial)
filed with the Departnment, and air carrier statistics available
frominternational air carrier associations and foreign carriers.
The Departnent's data for international operations (service
segnent, O&D and Form 41) is limted to U.S. carriers, and thus
does not provide information on the total international narket.
The Departnent has recently issued a rule requiring foreign
carriers to start filing international traffic data, but such data
Is not yet available. [INS data, which does include foreign
carrier traffic, does not provide beyond gateway narket
information. Simlarly, information available frominternational
air carrier organizations is not as detailed or conplete. Thus
there are limtations wth each of the data bases available for
anal yzing international air transportation. Furthernore, as a
result, there may appear to be differences in what should be
conparable data from these sources.

In these circunmstances, we have relied primarily on one source of
information for our analysis: the detailed reports filed by the
US. carriers with the Departnment. This approach provides a

uni form and consistent basis for preparing this section of the

study, and equally inportant, is the nost useful considering the
pur poses of our review. In this connection, it is significant
that, despite its limtations, the Departnent's data for
international operations covers all international traffic carried

solely or partly by U S carriers and therefore allows us to
conduct a reliable and conprehensive review of the inpact of
i nternational operations on domestic conpetition

Finally, due to the nethodol ogy of our reporting requirenents,

U S. carriers include data for U S.-Canada operations, one of the
largest U S. "international markets, in their domestic entity Form
41 filings. This results in an unavoi dable distortion of our

anal ysis to sone degree by enlarging donestic operations and
reduci ng overall international operations.
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II. Backaground and Overvi ew

The past decade has seen considerable change in the structure of
international operations, both in terms of the carriers providing
service and the routes being operated. These changes have been
due to many factors, including increased demand for internationa
air service; U S. government policy initiatives which have sought
to provide airlines with the opportunity to serve and devel op
international markets; and changing attitudes on the part of
foreign governnments as to the extent to which international air
transportation should be regulated. It is inportant to note in
this regard that international air transportation, unlike the
deregul ated domestic air transportation system continues to be
governed by bilateral arrangenents (especially agreenents) which,
to varying degrees, place Iinmits on entry, levels of service and
fare initratives.

Appendi x A provides a review of historical developnents in the two
mpjor U S. International markets -- Europe and the Pacific --

di scussing the participation of both U.S. and foreign carriers in
these nmjor regions.

A brief exam nation of several key indicators illustrates the
extent of the changes in the size of the international air
transportation market over the past decade.

ass s on U S Fllag I nternational nst FlLi
(mllions)
Year Eur ope Latin Am __Pacific
1977 3.3 5.8 1.2
1988 10.8 12.4 4.8

| nternational Revenue Passenger Ml es
for AIl U S Certificated Carriers

Year RPMS (000@)
1977 42,862,308

1984 68,817,251

1988 103,257,192
U S Ar Carrier Total erating Revenues

From Internati onal Operations

Year Revenues (mllions)
1977 $3,930

1984 $7,97%

1988 $13,332



Moreover, there has been substantial changes in the structure of
the market as depicted by the followi ng data on the nunber of U S
and foreign air carriers providing service in each operating
entity, the nunber of gateways served by U S. carriers, and the
U S -flag carriers' participation in the narkets.

Eur ope --

U_S. Foreligin U.S. Foreiigin U.S. Fllag
Year Carriers Carriers Gateways Gat eways Traffic
1977 3 21 10 14 39.8%
1984 11 19 16 15 47.7%
1988 8 24 22 24 50.6%

Latin Anerica --

U.S. Folreii g U.S. Forreiigmn U_S. Flag
Year Carriers Carriers (ateways Gatewawss Traffic
1977 8 26 19 33 55.4%
1988 12 35 24 41 56.5%
Pacific --

U.S. Foreii gt U.S. Foreii g U.S. Fhag
Year Carriers Carriers Gatewaws Gat eways Traffic
1977 2 9 7 1 37.9%
1984 5 13 7 9 41.0%
1988 5 17 11 8 44.8%

(Note:  The number of gateways cited in the above tables, both
U S. and foreign, are those served by U 'S. carriers.)

As can be seen fromthese data, the nunber of U S. carriers
participating in the international air transportation market and
the number of U. S. gateways fromwhich U S. carriers are operating
international flights have increased considerably. The result of
t hese devel opnents has been to disperse international traffic and
revenues nore w dely throughout the industry. It has also been to
alter traffic patterns, since the new U S. gateways have provided
direct access to international flights, w thout the requirenent
for connections over domestic routes, for a substantially |arger
portion of nmejor international markets. For exanple, in 1977,

t here was nonstop service between the U S. and London from nine

U S. gateways. Those gateway communities accounted for 48.7% of
the U S. -London market reported by U S. carriers in the Ortigiif—
Destination Survey. In 1988, there was nonstop service from 21

U. Sk gat eways, which accounted for 71.7% of the U S.-London

mar ket .



In 1988, i nternati onal passenger operations were provided bY 27
US. carriers -- 10 mgjor carriers, 4 national carriers, 9 large
regional carriers and 4 mediumregional carriers. However, the
overwhel mng majority of traffic was carried by the najor

carriers. As Tables ILEE-5 and EEE-6 depict, the najor carriers
accounted for 92 percent of the international revenue passenger
mles flown by U S carriers and 95 percent of international
revenues in 1988. Interestingly, the nmajor carriers' share of
traffic over the past decade began at a higher |evel, 98 percent
in 1978, declined to a |low of 80 percent in 1982 when there were a
nunber of new entrants providing International service, and has
grown in every year since.

Every maj or passenger carrier provides international service.
Anerican, Continental and Delta each provide service in all three
i nternational operating areas -- Atlantic, Latin Anerica and,
Pacific. Northwest, Pan Anerican and USAir provide service In two
i nternational areas, and Eastern, Trans World and United in one.
Wth the exception of USAim, international operations are a
significant part of each carrier's total operations.

The international operations of major carriers constitute a
significant portion of their total systemoperations. In 1988,
for exanple, international operations accounted for 24% of the
revenue passenger mles flown and 22% of the oFerating revenues of
the major carriers. Furthernore, international operations
produced over $900 nillion in operating profits for the mgjor
carriers, alnost 29% of total operating profits for this group

As discussed in the next part of this study, however, the |evel
and inportance of international operations to individual carriers
vary considerably. To illustrate, three carriers -- Northwest,
Pan American and Trans Wrld -- obtain nore than a third of their
operating revenues frominternational service, while two (Delta
and USAim) receive | ess than 10 percent. Simlarly, 11% of
Delta's system revenue passenger mles conme frominternational
operations conpared to 78% of Pan Anemicem’'s .



[1l. Analvsiis_of Effects of |nternational Fipnancia
and Operatiing Results

This part of the study exanines the inpact of international
operations on the major carriers. W examne this subject to
anal yze the contribution those operations nmake to the group as a
whol e and to anal yze the relative inportance of those operations
to each menber of the %ro%P. In order to place our analysis in
perspective, we begin by discussing changes in the size and
conposition of the overall international market and its
subdi vi si ons.

Overall International Market

In 1988, U S. carriers reported 103.3 billion revenue passenger
nles in international operations. This was up 76% from the |evel
in 1981.1/ (Table IIl-1) Total revenues frominternational
operations for U S carriers amounted to $13.3 billion in 1988.
This conpared to $6.4 billion in 1981, for an increase of 109%.
(Tabl e 111-2))

Tabl es IIi-1 and ILE-2 al so show the changes in revenue passenger
mles and total revenues on an annual basis since 197&. Most
noticeable are the large increases in traffic and_revenues for

i nternational operations between 1986 and 1988. These large
percentage increases were due in part to the fact that traffic in
1986 was down from the previous year because of terrorist
activities and the Chernobyl incident in Europe. However, even
after taking these circunstances into account, the growth in
international operations for US. carriers over the decade, and
particularly in recent years, is remarkable.

Tabl es III-3"amdl ILI-4 show a conparison of revenue passenger
mles and total revenues between international operations and
total operations for US. carriers between 1978 and 1988. This
provides an understanding of the relative size of the
International market for U S. carriers conpared to their overal
operations. As can be seen fromthese charts, internationa
operations for all US. carriers account for alnost a quarter of
total revenues passenger mles and over one-fifth of total
revenues. Mre inportantly, over the past couple of years,
international operations are growng as a percent of total

oper at i ons. If this trend continues, international operations
w Il play an increasingly significant role in conpetition anmong
carriers.

1v Starting in 1981, U S. carriers started reporting data for
their Puerto Rico and U S. Virgin Island operations as part of
their donestic entities. Prior to this tine, these operations
were reported as part of the Latin America entity. As a result,
conparisons of operating results for 1988 with years prior to 1981
are not appropriate, and we have limted historical conparisons
for overall and Latin America operations to 1988 versus 1981.
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As noted earlier, the international traffic cited in the
preceediing paragraph does not depict the entire international air
transportation market, since it does not include traffic of

foreign carriers, which constitutes a significant portion of a
number of markets. In the Pacific entity, foreign-flag carriers
transport approxi mately 55 percent of the U S.-Asia traffic, while
in the Atlantic entity they carry alnost 50 percent. Fromthis
data, it can be seen that the overall international air
transportation market is substantially larger than the size of the
US. carrier market. Gven these circunstances, the potential for
traffic growh by individual US. carriers in the international

air transportation market is substantial.

Major Carriers' International Operations

In 1988, the major carriers recorded 94.6 billion revenue
passenger mles in international service or 24.1% of their total
systemw de revenue passenger mles. (Tabl e 111-7)) This was

al nost twi ce the nunber of revenue passenger mles for this class
of carriers in 1978, al though this conparison is somewhat
distorted by the change in reporting for Puerto Rico/Virgin Island
data in 198L. (Table 111-&) The growth in revenue passenger
mles over the past decade has been erratic, however, due to a
number of circumstances. Traffic declined in the early 1980's,
probably as a result of weak econom c conditions, and started to
growin the md 1980's until 198&, when traffic declined fromthe
preceeding year due to terrorist activities and external factors
that reduced travel (Chernobyl). I n 1987 and 1988, t here was
strong growmh in international traffic, reflecting favorable
economc conditions. In spite of the terrorist aircraft bonbing
in Decenber 1983, overall international traffic for the first half
of 1989 conpared to the first half of 1988 shows a 10.7% i ncrease.
(Tabl e 111-9)

In terms of capacity, as neasured by available ton mles (ATMs),
the major carriers have consistently increased their available
capacity in international operations, even during years of
negative or flat traffic growh. (Table tik-1@) 1n 1988, 26.6%
of the total nunber of ATMs flown by the major carriers were
provided in international operations. Mreover, since 1981, these
carriers have doubl ed the nunber of international ATM s being
operated. Over the sanme period, the nunber of aircraft departures
Berforned by the major carriers in international operations rose

y 71%. (Table 111-1%)) The average overall flight stage length
for the major carriers’ international schedul ed operations
increased from 1611 to 1780 mles for this tine period, and the
average size of aircraft operated has declined. As for the tota
revenue aircraft mles flown, the major carriers flew 537,877
aircraft mles in international service in 1988 or 14.6% of their
systemw de aircraft mleage. In 1978, the international aircraft
nj:eage was 328,183 or 15.1% of their systemw de aircraft
m | eage.



As for the financial significance of the international market, in
1988 revenues for international operations accounted for 22.1% of
total operating revenues for the major carriers. This is the

hi ghest percentage of total revenues for any year in the 1980's.
(Table 111-12) Furthernore, international operation revenues
experienced significant growmh in 1987 and 198®&, and are now three
times their level in 1978. The profitability of international
operations is also an inportant indicator. Table IfE-13 shows the
maj or carriers' operating profits frominternational operations
and total system operations from 1978 through 198®8. Except in
198%,, when international operations were adversely affected by a
downturn in traffic due to external factors, internationa
operations have accounted for approximtely 25% of the system
operating profits of the major carriers over the past five years.
Moreover, U.S. carriers have recorded operating profits on their
international operations in nine of the |ast eleven years. U S.
maj or carrier domestic operations, on the other hand, have
experienced operating losses in five of the |ast el even years
(1979-1983). Since 1978, U. S. carriers have earned operating
profits frominternational operations of over $3 billion, or 31
percent of their total operating profits during this period.

Thus, over this eleven-year period international operations have
been nore consistently profitable for U S. carriers than domestic
operations.

There are two further aspects of the total major carrier
international market that warrant exam nation. The first is the
distribution of international traffic between the different
geographical areas. A review of traffic and financial data by
operating entity wll provide a better understanding of the
relative inportance of the three international operating areas.
The second 1s an exam nation of the |evel of schedul ed versus non-
schedul ed (charter) traffic and how this has changed since 197&.

Tabl e 1ilr-14 shows the relative sizes of the three international
operating entity markets -- Atlantic, Latin America and Pacific --
as measured in revenue passenger mles for the period 1978 through
1988. Throughout this period, the Atlantic entity has been the
primary international market, consistently accounting for

approxi mately half of all international traffic. However, its
relative position conmpared to the Pacific has declined over the
years. In 1978, the Atlantic had two and one-half tinmes the

amount of traffic as the Pacific, while in 1988 it only had 50
percent nore.

As for revenues and operating profit/losses, in 1988 the Atlantic
entity accounted for 45.6 percent of total international operating
revenues, Latin America 14.9 percent and the Pacific 39.4 percent.
Over the past decade, the Atlantic entity's share of internationa
operating revenues has renained relatively constant, while the

share accounted for by Latin Anerican operations has declined and
the share for Pacific operations has increased. (Tabl e 111-1%))
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Thi s underscores the grow ng inportance of Pacific operations.
Tabl e IrE-16 shows the conbined profitability of operations for
all major carriers in each operating entitK from 1978 t hrough
1988. In only four of these eleven years have operations in al
three operating entities been profitable -- 1978, 198%, 1987 and
1988. In 1988, the Pacific entity accounted for over 55 percent
of international operating profits, the Atlantic for 31 percent
and Latin America 13 percent.

In the Atlantic entity, the largest geographic international
market, traffic has nore than doubled since 1978, from 23 mllion
to 48 mllion revenue passenger mles. Furthermore, with the
exception of 198%, Atlantic traffic has grown nore than 10 percent
in each year since 1982. As for the numper of carriers operating
trans—Atllanitioc service, in 1978 there were five major (trunk)
carriers and now there are seven. (See Table rkE-17 for annual
traffic and major carriers serving from 1978 to 1%38i))

In the Latin Anerica entity, the smallest geographic market,
traffic remained relatively static during the mid-1980"s and did
not experience significant growmh until 198%, when it grew al nost
20 percent in one year. (See Table 111-18.)) Wiile the growth
rate declined in each of the succeeding two years, in 1988 traffic
was still growi ng by nore than 10 percent. for the carriers
serving Latin America, four major carriers have served Latin
Anerica through the period under study -- American, Delta, Eastern
and Pan Anmerican. Two other mmjor carriers -- Continental and

Pi ednont -- are also now providing Latin America service. The
maj or devel opnent durin? this period regarding service was
Eas&gég's acquisition of Braniff's extensive Latin Anerica routes
in .

In the Pacific entity, traffic has grown in every year since 1978
except in 1981 when it declined a nodest 1 percent. Over the
eleven-gear period, traffic has increased 226 percent. Most
remarkably, 1n each of the past two years traffic has grown over
20 percent, resulting in nore than a 50 percent increase in
traffic in just two years. (Table 111-19)) In 1978 there were
only three nmajor carriers providin% service -- Continental,

Nort hwest and Pan Aneri can. Now there are five -- American
Continental, Delta, Northwest and United. The nmjor devel opnent
wth respect to the industry structure in the Pacific entity was
United's purchase of Pan American's Pacific division in 1986..

An exam nation of the amount of non-schedul ed international
traffic carried by the major carriers indicates that the
internati onal market is al nost conﬁletel accommodat ed on
scheduled flights. Table Ifk-20 shows the breakdown between
schedul ed and non-schedul ed revenue passenger mles for the major
carriers for each year from 1978 t hrough 1988. At the begi nning
of this period, non-scheduled traffic accounted for 8.3 percent of
the total international revenue passenger mles flown by the mgjor
carriers. Since 1980, non-schedul ed traffic has never accounted
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for nore than 3.1 percent of total traffic, and in 1988 it _
accounted for only 2.3 percent. This reflects the fact that with

the increased fare and service options that have becone avail able
on scheduled flights, the market for charter service has declined.

Anallwsiis of International Operations bv Carrier

W will address this section in two steps. First, we will exan ne
the inportance of international operations as part of each
carrier's overall operations. Then we will exanm ne the relative

i nportance of international operations between carriers.

Tabl e 1I-21 shows the percentage of each mjor carrier's system
revenue passenger mles that is accounted for by international
traffic. This table clearly depicts the varying inportance of

i nternational operations to the individual major carriers. In
1988, i nternational operations accounted for over three quarters
of Pan Anerican's systemmide traffic and approxi mately 40 percent
for both Northwest and Trams World. At the other extrene,

i nternational operations accounted for only 3.9 percent of total
revenue passenger mles of Piednont (now part of USAim).

Not surprisingly, a review of operating revenues provides a
simlar picture. (See Table 111-22.) Operating revenues from

i nternational service account for 78 percent of Pan Anmerican's
total operating revenues, and 39 and 36 percent of the operatinﬂ
revenues of Northwest and Trans World, respectively. On the other
hand, they account for |less than 10 percent of the operating
revenues of Delta (9.6 percent) and Piednont (2.6 percent).

A review of international operating revenues as a percentage of
total operating revenues for each carrier from 1978 through 1988
provides a perspective of how the relative inportance of

I nternational operations has changed for each carrier. These data
are provided in Table 111-23. Three carriers have experienced a
substantial relative growth in the percentage of revenues
attributable to international operations over this period. These
are Continental, whose international revenues grew fromonly 3.3
percent of total revenues in 1978 to 19.1 percent in 1988, Delta,
whose percentage grew from 3.1 percent in 1978 to 9.6 percent in
1988, and United which did not have any international operations
at the beginning of the period and whose international operations
accounted for 20% of its total revenues in 198&. Northwest also
had a large growth, from 29.1 percent to 39.3 percent, but this
did not represent as great a relative change. On the other hand,
only one carrier experienced a significant decline in the
percentage of revenues attributable to international operations --
Pan Anerican, whose percentage declined from 92.5 percent in 1978
to 77.6 percent in 1983.
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To highlight the changing inportance of international operations
for the nine nmajor carriers providing such service in 1988, in
1978 two of these carriers (Piedmont and United) were not
providing any international service and two others (Conti nental
and Delta) derived less than 5 percent of their total revenues
from international operations. By 1988, only one carrier
(Piednont) derived less than 5 percent of its revenues from
International operations, and it had only begun internationa
service in 1987..

Moreover, by 1988 six of these nine carriers were deriving over
twenty percent of their revenues frominternational operations
conpared to three of these carriers in 1978.

During this period, however, two of the nine carriers providing
international service in 1988 had experienced a decline in the
percentage of their revenues accruing frominternational
operations since 1978. These were Eastern, which was contracting
its operations in general, and Pan Anerican, whose operations in
1978 were alnost totally international.

Tabl e 1klr~24 shows the inportance of international profits both
for the major carriers as a class and for the individual carriers.
For all the major carriers providing international passenger
service, international operations accounted for over one-third of
their operating profits as a group. Only one of the nine carriers
(Eastern) experienced an operating loss on its international
operations, while three carriers had | osses on donestic operations
(Continental, Eastern and Pan Anerican), and five carriers
performed better on their international operations than on their
donmestic operations (Continental, Eastern, Northwest, Pan Anerican
and Trans Worl d).

A review of each major carrier's international operations in terns
of traffic and market share over the past decade depicts the

I nportance of these operations for each carrier as well as the
potential for future devel opnents. The following narratives for
each carrier draw upon the data presented in the attached tables
as noted: Table III-25 presents a breakdown by operating entity
of each carrier's international traffic as neasured by revenue
passenger mles for 198%; Table Ikk-26 presents for each carrier
revenue passenger mles for each operating entity from 1978

t hrough 1988 and the annual growmh in each entity; Tables 111-27,
28, and 29 show the percentage of traffic for each carrier in the
Atlantic, Latin Arerica and Pacific Entities, respectively, from
1978 t hr ough 193&.

Mpjor Carriers' Traffic and Market Share

Anerican -- In 1988, Anerican registered 13.6 percent of its tota
revenue passenger mles in international operations. It was the

sixth largest U 'S. international carrier based on both the nunber
of revenue passenger mles and the percentage of total traffic
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attributable to international operations. Over half of its
international traffic is in the Atlantic entity, which it pnIK
began serving in 1982. Since then its transatlantic traffic has
grown at an average annual rate of 61 percent. It has provided
service in its second largest entity -- Latin Anerica --

t hr oughout the period under study. ~Since 198L, its traffic in
Latin America has grown at an average annual rate of 6 percent.
Anerican inaugurated service in the Pacific in 1987 and currently
provi des service on only one route to Tokyo al though it was
recently selected for award of a newroute to Australia. As a
result, its Pacific entity accounted for |ess than 1 percent of
its systemw de revenue passenger m |l es.

As for its relative position to other carriers in each operating
entity, American is the third largest U S. carrier in trans-
atlantic service with 11 percent of the market in 1988, the third
largest U.S. carrier to Latin Arerica with 22 percent of the
market, and the smallest of the five U S. carriers in the Pacific
with just under 2 percent of the Pacific traffic.

Continental In 1988, Continental registered 22.4 percent of its
systemw de revenue passenger mles in international operations.
Continental was the fifth largest U S. carrier in international
traffic. As noted earlier, Continental has experienced one of the
| argest relative increases in the proportion of its traffic that
is generated on international service. This is due in part to the
acqui sition of People's Express which had a sizable Atlantic
operation. Nonetheless, Continental has registered sizable
traffic increases annually in both its Latin America and Pacific
entities since 1983 as well as large increases in its Atlantic
traffic since 1985 when it inaugurated transatlantic service.

The Pacific entity is the largest international area for
Continental, accounting for 45 percent of its international
traffic and alnost 10 percent of its total systemw de revenue
passenger miles. The Atlantic is second largest with al nost 40
percent of the carrier's international traffic and 9 percent of
Its total revenue passenger mles. Latin Anerica is the smallest
with 16 percent and 4 percent, respectively. In terms of
conpetitive position wth other carriers, Continental, with
substantial operations to Australia/ New Zealand, is the third
largest U S. carrier, with 13 percent of the region's market. In
the Atlantic, it is the fourth largest carrier, with only 7.6
percent of the region's traffic, and only slightly ahead of Delta.
In Latin America, where it has substantial Mexico operations, the
carrier is also the fourth largest carrier with 9.9 percent of the
reg;Fn's market. Once again it is only slightly ahead of Delta in
traffic.

Delta -- O the large najor carriers, Delta has the smallest

I nternational operations both in terns of revenue passenger mles
(5.8 mllion) and percentage of its systemattributable to

i nternational operations (11.1 percent). O the internationa
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major carriers, only USAir is snaller. However, Delta is now
operating in all three international entities and is experiencing
rapid traffic growmh in all three. Its largest internationa
market is in the Atlantic, which accounts for 63 percent of its
international market. Latin America, which experienced
consi derable growth in 1987 when Delta incorporated Western's
Latin America operations into its system is second with 25
ercent, and the Pacific is third wth 12 percent. It has only
een providing service in the Pacific since 1987 and its route
structure there is limted to one route, Portland-Tokyo. At
present, Delta does not play a domnant role in any international
region, being the fifth largest U S. carrier in each of the
operating regions.

Eastern -- Eastern currently has international operations only in
the Latin America entity. These operations are a conbination of
its long-term Caribbean/ Central Anmerica service and the South
Anerica routes it obtained fromBraniff in 1982. Its
international operations (Latin America) account for 11.8 percent
of its total revenue passenger miles, and the carrier has not
experienced nuch growth in its traffic: since 1983 its Latin
Anerica traffic has only grown 13 percent. Nonetheless, it is the
second largest U.S. carrier in Latin Anerica, behind Pan Anerican
and slightly ahead of American which has expanded considerably in
t he Cari bbean.

Northwest -- International operations are significant for

Nort hwest, accounting for 40 percent of its total revenue
passenger m | es. It is the second largest U S. carrier in terns
of both revenue passenger mles (16.5 mllion) and the percentage
of its traffic attributable to international operations. It iIs
the largest U.S. carrier in the Pacific entity with 43 percent of
all US. carrier traffic in the region, slightly nore than United
(40 percent). Its Pacific operations account for 81 percent of
its international traffic. It al so operates transatlantic
service, but there it is next to the smallest with only 7 percent
of the regional market. Mst notable, Northwest has experienced
traffic growth in every year since it began transatlantic service
in 1979 and in the Pacific for all years covered by this studﬁ.
Moreover, despite its considerable size and market share in the
Pacific, it has experienced double digit growth in ten of the |ast
twel ve years.

Pan Anerican -- Pan Anerican is the largest U S. internationa
carrier wth over 23 mllion revenue passenger mles, which was 40
percent nore traffic than the-next largest carrier, Northwest. In
addition, the overwhelmng inportance of international operations
to Pan Arerican is indicated by the fact that over three quarters
of its systemrevenue passenger mles are' generated in interna-
tional operations. No other carrier relies on internationa
operations for a majority of its traffic.
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Since it sold its Pacific Division to United in 1986, Pan American
has only operated in the Atlantic and Latin America entities,
where it has the |argest nmarket share of any U.S. carrier -- 38
percent for the Atlantic and 35 percent for Latin America. 1Its
major U S. conpetitor in Latin Anerica is Eastern. The second
largest U.S. carrier inthe Atlantic is Trans Wrld. \Wile Pan
American has been able to hold its share of traffic in the Latin
Arerica entity during the 1980's, its share of the Atlantic narket
has declined from47 percent in 1978 to 38 percent in 198%.
However, since the overall Atlantic nmarket has increased
considerably, the carrier's 1988 Atlantic traffic was up nore than
50 percent from 1978.

After the bonbing of a Pan American plane in Decenber 1988, the
carrier experienced a decline in its transatlantic traffic. (See
Tabl e 111<ym9? For the first six nonths of 198% conpared to the
same period of 1988, Pan American had a 7.6 percent decline in
revenue passenger niles over the Atlantic. It was the only U S
carrier to experience a decline in traffic over the Atlantic based
on a conparison of these periods. Furthernore, its yields for its
Atlantic entity fell sharply, by nore than 14 percent. (See Table
111-31.)) Athough every US. carrier with the exception of USAit
(Piednont) experienced a decline in Atlantic yields for this
period, Pan Anerican's percentage decline was al nost tw ce as
great as the next carrier's decline (Northwest with 7.3 percent).

USAitr -- USAir (which has owned Piednont since 1987 and recentl
nerged the two carriers) is a relative newconer to internationa
service. Piednmont has been operating one route over the Atlantic
since 1987 and has limted Latin America service, which it also
began in 1987.. Only 3.9 percent of the carrier's systemw de
revenue passenger mles were attributed to international
operations in 1988. Piednont is by far the smallest U'S. carrier
in each of these operating entities, accounting for |less than one
percent of the total revenue passenger mles in each.

Trans Wrld -- Trans World only provides international service in
one operating entity, the Atlantic. But it derives a significant
portion of its systemw de traffic fromthose operations and it is
a major participant in the market. Al nost 40 percent of the
carrier's total traffic is reported on its Atlantic operations.

It is the second largest U S. carrier with 29 percent of the total
mar ket (conpared to Pan Anerican's 38 percent). However, its
share of the total Atlantic market has declined considerably since
1978 when the carrier had 44 percent of U S. carrier transatlantic
traffic. In 1986, when terrorist activities adversely affected
Trans Worl d's significant southern Europe/eastern Neditettraean
operations, its transatlantic traffic declined sharply. Traffic
has rebounded in 1987, 1988 and the first half of 198%. However
as shown in Table 111-3®, Trans World's traffic growh for the
first half of 1989 conpared to the sanme period of 1988 was 7.3
percent, well below the growh rates of Anmerican (34 percent),
Delta (18 percent) and Northwest (15 percent).
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United -- Like Trans World, United only operates in one _
international entity, the Pacific, but its traffic in that entity
constitutes a sizable portion of the carrier's overall operations.
In 1988, United recorded over 12.5 mllion revenue passenger mles
on its Pacific operations, making it the fourth [argest
international U.S. carrier, not far behind nunber three Trans
Worl d and consi derably ahead of Continental, American and Delta.

One of the nost notable aspects about the inportance of United' s
international operations to the carrier, is that just four years
ago international operations only accounted for 3 percent of
United's systemwi de operations. At that tinme, the carrier only
had one international route, Seattle-Tokyo. After its purchase of
Pan American's Pacific Division, international operations

i medi ately took on a much nore significant role for the carrier.

United is now the second largest U.S. carrier in the Pacific with
40 percent of the total traffic in the entity, only slightly

behi nd Northwest (43 percent). As with Northwest, the carrier has
recorded | arge annual traffic gains over the past few years_even
though it already had a sizable traffic base. As noted in Table
111-30, these traffic growhs, both for United and Northwest, have
conti nued through the, fiirstt hal f of 1989.

Maiiot: i ' Financial Results from International ration

Havi ng exam ned the traffic and market shares of the individual
carriers, conparing themboth to their domestic operations and to
t he operations of other carriers, we wll nowturn to a simlar
examination of the financial results. W wll examne the
percentage of operating revenues each carrier realizes from

I nternational operations on a systemw de and on an individual
entity basis, a conparison of operating revenues between carriers
and conparisons of carrier international yields for 1988 to
donestic yields and yields of other carriers.

Exam ning the traffic and market share data al one does not provide
a conplete picture of the contribution of the carrier's
international operations to the carrier's conpetitive overal
strength or weakness. For exanple, while a carrier may be
capturing a major portion of the traffic in a market, which wuld
suggest that its international operations are contributing
favorably to its overall position, it mght be discounting its
fares heavily to obtain that market share and even incurring

| osses on those operations. A detailed review of revenues and
profits therefore help to put traffic and market data into
perspective.

The following tables provide data in these areas: Table ILE-23
shows the percentage of operating revenues attributable to
i nternational operations tor each carrier for the years 1978
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t hrough 1988; Table 1kf-32 presents the percentage of each
carrier's 1988 international revenues attributable to each
operating entity, Table ILE-33 shows for each carrier the changes
in revenues by operating entity between 1978 and 198%; Table IIk-
34 shows the percentage of each operating entity's revenues
accounted for by each carrier from 1978 through 198%; Table Iki-
35 shows operating revenues and profits for each carrier for the
three operating entities; Table fEI-36 shows yields per revenue
passenger mle in schedul ed service for each carrier in the three
operating entities for 198%; Table Ikk-37 provi des 1988 yield and
expense data per revenue ton mle for each carrier by operating
entity; Table III-38 presents each carrier's 1988 yields and
expenses per ton mle for system donestic, international and
international operating entity.

A brief discussion of the relevance of the data shown in these
tables is helpful. Operating revenue is the |argest generator of
cash flow, and the ability of airlines to increase cash flowis
critical to their ability to meet capital requirements for fleet
expansi on and servicing debt. Table Ifr-32 shows the anmount of
operating revenues generated by international operations for each
carrier and the percentage of each carrier's total operatin
revenues contributed by each operating entity. Table ILE-34 shows
t he percentages for each operating entity over the past 11 years.
A review of changes in revenues over tine (Table 111-33) provides
an indication of carriers' ability to generate nore cas rom on-
goi ng operations and which areas of its operations are providing
this growth. Thus, these tables provide Information on the
relative inportance of each carrier's international operations to
its financial capabilities.

Tabl e LrI-36 provides information on what price carriers are able
to charge for their product in different operating entities.
Cbviously, the yield that the carrier is able to realize is a
function of market conditions -- supﬁly, demand and oper ati onal
circunstances such as the length of haul. But the data does
reveal which operating entities carriers appear to be in a |

st ronger F05|t|on to command higher prices. For exanple, yields
in the Atlantic were substantially below yields in the other
international operating regions. For the five nmajor carriers --
Anerican, Continental, Delta, Northwest and United -- donestic
yields, which admttedly tend to be affected by the shorter
average distances, tended to be 15-20 percent higher, except for
United, whose Pacific yields were hi?her than its domestic yields.
It al so affords some understanding of the relative conpetitive
position between carriers in each operating entity, as
denonstrated in Pages 3-5 of Table 111-36..

Tabl es LLh-37 and Ifl-38 provide information on the profitability
of each carrier's international operations by operating entity.
This shows 'the relative strengths of each carrier in terns of
ability to generate profits, where costs are out of [ine wth
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revenues and which carriers are likely to benefit from narket
growt h. In conjunction with this, Table k-39 shows the
conpetitive advant age/ di sadvantage of carriers based on their
average operating costs.

Arerican -- In 1988, Arerican generated alnost $1 billion in
operating revenues frominternational operations, or alnost 12
percent of its total. Mreover, its international revenues have

grown by nore than 20 percent in each of the last four years. By
entity, the Atlantic is the largest international region for
Arerican and it is the third largest U S. carrier in this region
based on operating revenues. However, the carrier was the only
U S carrier to register an operating loss on Atlantic operations
in 1988. It was also the only U S. carrier to register an
operating loss in the Pacific, although it has only been operating
inthat entity for two years and has linmted service. Overall
the carrier's international operations are only margi nal | y
profitable: in 1988, the carrier had a $6.7 nmillion operating
profit for its international operations. In this regard, its
yiel ds are bel ow average in both the Atlantic and Latin Anerica
divisions, while its unit costs appear conparable to the other
carriers in these regions.

Continental -- Continental's international operations have been a
maj or financial benefit to the carrier. In 1988, the carrier
realized an operating profit of $170 nmillion on international
operations. Although the Pacific was the prinmary conponent of
these profits ($110 nmillion), each of the carrier's three
international operating entities recorded an operating profit.

Its international operating revenues now account for al nost one-
fifth of the carrier's total operating revenues, and the carrier
has registered extremely large increases in international revenues
since 1982. Although some of this increase was due to its

acqui sition of People Express, that acquisition does not account
for all of the growh. For exanple, Continental's revenue in the
Pacific has grown between 24 and 36 percent in each of the |ast
three years. Its Atlantic revenues greM/bK nore than 58 percent
in 1988, the |largest increase for any of the established
transatlantic carriers.

Continental has the | owest yields of any of the international U S
carriers. Its Atlantic yield in 1988 ($.0638 per revenue
passenger mle) was approximately two-thirds of the next |owest
carrier's yield. However, its operating expenses (Table 11I-39)
are also the lowest of any U S. carrier, and it has been able to
control its expenses, holding down its average costs in both of
its primary international regions (Atlantic and Pacific). As a
resul't, despite its low yields, the carrier has been consistently
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profitable on its international operations: it has registered a
net profit in each of its international divisions since 1984 and a
cunul ative net profit on international operations of $207 mllion.
During this same five-year period, the carrier has had systemw de
net |osses of $436 mllion.

Delta -- In 1988, Delta's international operations contributed

| ess than 10 percent of its total operating revenues but nore than
15 percent of its operatin% profit. Delta"s international
operations were bolstered by its acquisition of Western, with its
Latin Anerica division. But the carrier has also realized

consi derable growh in its other international service.

| nternational revenues have increased an average of over 35% for
the past six years.

All three of the carrier's international entities recorded
operating profits in 1988, including its Pacific entity where it
has limted authority and has only been operating for two years.
Although its Atlantic entity contributed the |argest percentage of
international revenues (56 percent), it only contributes 27
percent of international operating proflts This reflects the
substantially lower yields Delta 1s able to achieve on its
transatlantic service. ©On the other hand, its Pacific yields are
the highest of any U S. carrier ($. 1439R t he dom nant Pacific
carriers, Northwest and United, had ields of $.1166 and $.1212,
respectively. I'n terms of costs, Delta's unit costs appear to be
somewhat bel ow those of the prinary carriers in the Atlantic and
to fall between the costs of the dom nant carriers in each of the
other two international operating entities.

Northwest -- Northwest is one of the three magjor U S. carriers
that is heavily dependent on its international operations. Its

i nternational operations account for alnost 40 percent of its
total operating revenues, with the Pacific accounting for over 85
percent. Despite its significant international revenue base,

Nort hwest has experienced double-digit growth in internationa
operating revenues in every year covered by this study except
1985%. Its lowest growh in the last three years has been 19.3
percent. This growth has been largely attributed to its Pacific
entity. In the Atlantic, while it has consistently increased its
operating revenues throughout the study period, its growh has
been 7 percent or less in four of the el even years.

In 1988, Northwest's international operations contributed $177
mllion in operating profits, 90 percent of the carrier's system
total. Both operating entities were profitable, with the Atlantic
registering an operating profit of 8 percent of revenues and the
Pacific 9.5 percent of revenues. Northwest had the second | owest
yield in both the Atlantic and Pacific (wth only Continenta
lower). Offsetting this, however, it also had |ower than average
costs, putting it at a good conpetitive position in relation to
its mpjor U S. carrier conpetitors.
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Pan Anerican -- Pan American receives nore than three-quarters of
its total ogerat|ng revenues frominternational operations.
t

Mor eover, I's proportion of revenues has remained fairly stable
t hr oughout the 1980"s (Tabl e 111-23)).. Pan American has not been
able to maintain growth in its operating revenues. In four years
during the 1980"s it experienced revenue declines. I n 1987 and

1988, the carrier appeared to be overcom ng this problem

regi stering revenue growmh in excess of 10 percent in each year.
However, in the aftermath of the aircraft bonbing in 1988, Pan
Anerican's 1989 operating revenues have once again declined.

Pan Anerican's Atlantic entit{ accounts for 80 percent of its
international revenues, with Latin Anerica accounting for the
remai nder. The carrier has not been able to sustain revenue
growmh and profits in either of these operating entities. It has
recorded a cunul ative net profit of $76 million in the Atlantic
and $30 nillion in Latin America over the past five years.

I n 1988, Pan Anmerican had the highest yield of any established
U S. major carrier in the Atlantic and an above average yield in
Latin Anerica. Its Atlantic yields declined over 14 percent
during the first half of 1989, however, putting them bel ow Trans
Wrld, Anerican and Delta. Its 1988 Latin America yields were
about average for the industry. Mst inportant in assessing Pan
American's position is the fact that its average operating
expenses are the highest of any U.S. carrier in the Atlantic, its
primary operating region. In 1988, its average costs were 18
percent higher than Trans World, the next largest U S
transatlantic carrier.

USAiir -- Piednont, which has now been nerged into USAim, began
both transatlantic and Latin America operations in 1987.. Piednont
only generated $62 nmillion in international operating revenues or
2.5 percent of its total operating revenues. In 1988, it recorded
anlﬁperating profit frominternational operations of $11.5
mllion.

G ven the short history of its international operations and their
limted scope at this tine, it is not possible to exam ne any
trends in the carrier's international financial results or to
conpare it with other carriers. Furthernore, since the merger of
Pi edmont and USAiir the relative size of international operations
}o the overall operations of the two conbined carriers 1S even
ess.

Trans Wrld -- Like Northwest and Pan Anerican, Trans World relies
heavily on international operations. Over a third of its
operating revenues are generated in its international service,
which is solely in the Atlantic entity. In 1988, it generated
over $1.5 billion in international revenues and an operating
profit of $147 million (approxi mately 10 percent of revenues).

The carrier has consistently recorded an operating profit on its
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Atl antic service throu?hout the period covered by this study,
although its profitability has varied w dely, from $860,000 to
$191 million. Except for 1986, which was adversely affected by
terrorism the carrier's recent years have seen strong
international operating profits. On the other hand, In six of the
| ast el even years it has experienced a system operating | oss,
reflecting the carrier's weaker position in the donestic market.

Trans Wrld' s yield for 1988 was at the average for all U S
carriers providing transatlantic service, and | ower than Pan
American, the primary carrier in the Atlantic. As with the other
carriers providing transatlantic service, Trans Wrld experienced
a decline inits Atlantic yields in the first half of 1989.
However, its decline of 2.3 percent was |ess than for Pan Anerican
(14.2 percent), Northwest (7.3 percent) or Anerican (3.6 percent).
Furthernore, during this same period its traffic increased nore
than 7 percent, thus offsetting the yield decline. In ternms of
share of total revenues for the Atlantic, in the early 1980"s
Trans Worl d accounted for nore than 40 percent of the market.
Since 1986, it has accounted for approximately 30 percent,

al though that figure appears to have stabilized.

In terms of expenses, in 1988 Trans Wrld had the next to the

hi ghest unit costs for the Atlantic, behind Pan American.

However, the carrier appears to have maintained fairly stable unit
costs over the past few years.

United -- As noted earlier, United has only been providing
international service since 1983 and only operates in one entity,
the Pacific. Operating revenues frominternational service
account for 20 percent of the carrier's total operating revenues.
Moreover, its revenues gains in its Pacific division have been

I npressive over the past two years since it purchased Pan
Anerican's Pacific Division. In 1987, its Pacific revenues rose
42 percent and in 1988 they rose 31 percent. As with traffic, it
is the second largest U.S. carrier in the Pacific with 41 percent
of the entity's revenues, only slightly behind Northwest wth 44
percent. I n terws of profits, it actually beat Northwest with
$207 million in operating profits conpared to $153 million. For
the first half of 1989, its traffic had grown 22 percent over the
conpar abl e period in 1988 and its yield was up 1.2 percent,
indicating that its revenues for 1989, if they continue, wll once
again be up sharply.

United's Pacific yield in 1988 was 5 percent higher than
Northwest, its prinmary conpetitor. However, in the first half of
1989, this gap narrowed, wth Northwest's yield rising over 5
percent.
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[ V. Effect of International Operations on Service Conpetition

W have exanined this subject in two parts. The first part
focuses on the level of international operations at |arge hubs and
the inpact of those operations on the conpetitive positions of the
major carriers at those airports. The second part reviews changes
in the structure of service and traffic flows in the U. S. -London
and U.S8.-Tokyo narkets over the decade. An analysis of

devel opnents in these inportant international markets provides an
insight into potential future changes in international operations
and how such changes may affect the conpetitive relationships of
the magjor U S carriers

| nternational Service At Major Airports

W have limted this analysis to the large hubs as defined by the
Federal Aviation Administration, j.e. comunities whose
enplanemenitss account for at |east 1% of all enplanemerits by U S.
certificated carriers in scheduled service. Irtually al
international traffic enters or |eaves the country via a large hub
as defined by the Federal Aviation Adm nistration. g/ The purpose
of this examnation is to determne the degree to which

I nternational operations are inportant to the overall |evel of
operations at major airports and to individual carriers operating
at those airports and to see how these circunstances have changed
over the past decade.

Table IV-1 shows for 1978, 1984 and 1988 the percentage of total
U.S. air carrier enplanemerits at each |arge hub that were
international passengers. The inmediate observation fromthis
table is that International traffic continues to account for a

very small level of US. ~carrier operations at US. airports. In
1988, only three large hub airports -- New York (Kennedy), M am
and Honolulu -- registered nore than 10 percent of their U'S

carrier enpllamementtss from international operations. However, it
nmust be enphasi zed that these figures understate the size and
relative inportance of international operations at nmajor airports.
First, the table does not show the operations of foreign airlines
to and from these airports, which, as we indicated in the previous
section, is substantial in many instances. Second, nany donestic
enpllanemenitss woul d not exist but for the fact that they are part
of international trips. This is particularly true, for exanple,
where passengers travel fromforeign points to interior US.
points via connections at a US. gateway. Third, with the
proliferation of hubbiimg conpl exes at major airports during the
1980, t he nunber of donestic enplanememitss grew at a faster rate
than actual traffic grew

It is also significant that nost airports have experienced
consi derable growth in the nunber of international enplanementts

L/ The only international traffic that does not utilize a large
hub is transborder traffic.
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over the past decade. Eight of the 23 airports that were |arge
hubs in both 1978 and 1988 regi stered increases in international
enpllanementtss of rmore than 100 percent from 1978 to 1988. Only two
| arge hubs -- Philadel phia and Tanpa -- registered a decline in
international traffic. (See Table IV-2))

Interestingly, none of the top 10 airports based on international
enplameswenitss i s a highly concentrated hub (one carrier having nore
than 75 percent of total enplamementtsy). Thus, the major

I nternational gateways tend to be nore conpetitive airports.

Froma carrier conﬁetition standpoint, the data in Table V-3 is
more revealing. This table shows the international enplanementtss
by carrier for 1978, 1984 and 1988 for each of the 22 [arge hub
airports with international enplanememitss i n 198%. At six of these
22 hubs, there was only one carrier wWth international operations.
At four of these six airports, the international carrier is also

t he doninant domestic carrier with a hubbiimg conpl ex: Piednont at
Charlotte, Continental at Houston, Northwest at M nneapolis, and
Trans Wrld at St. Louis. At a fifth, Denver, the international
carrier (Continental) also has a hubbiimg conpl ex, but it is not
the dominant donestic carrier. At a seventh hub, Newark, al
international operations in 1988 were provided by tw rel ated
carriers (Continental and Eastern), one of which has a ngjor
conplex at the airport. Thus, at these seven comunities the
international operations conplement and reinforce the strength of
a major donestic carrier at the airport.

At nost of the remaining airports, international traffic tends to
be a major portion of the operations of a non-dom nant donestic
carrier. For exanple, international traffic accounts for 25
percent of Northwest's traffic at Boston, but Northwest has |ess
than 10 percent of the airport's total traffic. In these
circunstances, international operations have hel ped to support the
conpetitive position of these carriers' donestic operations at
airports where they are not the primary carrier. anples of this
are the following: Trans Wrld at Baltinore, Northwest and Trans
Wrld at Boston, Northwest and Trans World at Chi cago, Northwest
and Pan Anerican at Los Angel es, Pan Anerican at Mam, and
American and United at Kennedy (New York).

Carriers' operations in donestic markets to and fromtheir

i nternational gateways are strengthened to the extent that they
flow international traffic frominterior points over these _
gateways. For exanple, Northwest provides connecting service in
the Chicago-London nmarket via Boston. Its international traffic
hel ps to support its service in the Chicago-Boston nmarket, in

whi ch United, American and Mdway are the primary carriers.
SiniIaHJh Trans Worl d provi des connecting service between Tanpa
and London via New York, with the international traffic helping to
support its conpetitive service in the Tanpa-New York market which
Is domnated by Delta and Continental
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Service in the 0.S.-lLondon and U.S.-Tekwe Mrkets

During the 1980's, the United States pursued an internationa
aviation policy of expanding service opportunities and negoti ated
new service rights in a nunber of international markets. That
policy helped to create new market opportunities for airlines and
contributed to the substantial growh in the level of entry in and
service by US carriers in international markets. As a result of
t he new services that have been inaugurated, traffic patterns in
international markets have changed. These changes have had an

I npact on conpetition both in the international air transportation
market and in the U S air transportation industry.

Rat her than attenpting to exam ne such changes in the aggregate,
we have decided to |look at a couple of the primary U.S.~
international markets to obtain a nore indepth understandi ng of
the inpact of international route expansion on the structure of
the market and the U.S. air transportation industry. W have
chosen to look at the U S.-London and U S.-Tokyo markets because
of their mjor inportance and because of the significant changes
t hat have occurred in themover the past few years.

The U.S.-London market is the major trans-Atllanttic market. In
1978, U.S. carriers provided service to London from 10 U. S.
gateways: Atlanta, Boston, Chicago, Los Angeles, Mam, New York,
Phi | adel phia, San Francisco; Seattle and Washington. By 198%,
London was served by U S. carriers from21 U S. gateways.

Four different types of U S -London city pair markets were
examned. They are (1) city pairs that were nonstop gateways in
both 1978 and 198%; (2)) city pairs that were nonstop gateways in
1988 and served single-plane in 1978; (3)) city pairs that were
nonstop gateways in 1988 but not served either nonstop or singlle-
pl ane in 197&; and (4)) the 20 | argest passenger city pairs in 1988
that were not nonstop U S. -gateways.

Before exam ning the data for these different types of markets, it
shoul d be noted that the absence of data in the survey for
passengers traveling conpletely on foreign carriers affects the
various types of markets differently. The data for city pair
markets that were served inttallime by a foreign carrier (either
nonstop or single-plane) is inconplete, since there is no U S.
carrier participating in this transportation to report the

traffic. However, for any city pair in which the U S. point is
not served by a foreign carrier, any traffic carried part way by a
foreign carrier and connecting to a U S. carrier for the donestic
portion of the itinerary will be included in the survey.
Consequently, for exanple, the data for the 20 | argest non-

gat eway- London city pairs is reasonably conplete. (As with al

8D survey markets, any connecting traffic that uses two separate
tickets for each leg of the connecting itinerary is not accurately
reflected in the survey, but this problemis presuned to be
relatively mnor.)
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In 1978, the ten gateways that received nonstop U S. carrier
service in both 1978 and 1988 recorded 1,014,750 passengers, or 73
percent of the total nunber of passengers between the U 'S. and
London that were transported in part or whole by U S. carriers.
As a group, these city pairs experienced an increase in traffic
carried b% U S. carriers of 52.6% over the el even year period.
Wi le eight of the cities registered traffic growth, two
experienced declines, Dallas where traffic fell bK one-third and
Seattle where it declined 10 percent. By 1988, these city pairs
accounted for 1,548,830 passengers to/from London or 57% of the
total nunber of U.S.-London passenger that were transported in
part of whole by US. carriers.

New York continues to be the dom nant market, although its share

of the traffic has declined from 29 to 17 percent. 0s Angel es
continues to be the second largest city-pair, at slightly nore
than half the size of the New York market. Mam, ich

experienced a remarkable growth rate over the el even-year period,
is now the third largest city pair.

Three conmunities received sin%le-plane service to London in 1978
and nonstop service in 1988. They are Detroit, Houston and

Phi | adel phia. @ These three communities experienced traffic growth
ranging from 135% for Houston to a nere 14% for Phil adel phi a.

Seven conmunities becane gateways over the eleven-¥ear peri od.
These communities all experienced considerable traffic growh,
ranging from250%to over 100@%. The average growth for these
seven comunities was 448%.

The twenty largest city-pairs that were not gateways in 1988
experienced an average increase in traffic of over 300 percent for
the eleven-year period. It should be noted that 14 of these
communi ties received single-plane service or service requiring a
change of planes but advertised under a single flight nunber
(known as change-of -gauge service) fromU. S. carriers in 1988.

The structure of the traffic flows has changed considerably over
this eleven-year period. There has been a w despread decline in
the nunber of inter-line connections that passengers are making.
This reflects the greater availability of on-line service, as nore
carriers with donmestic feed systens now provide transatlantic
service. Table tV-4 provides an interline connecting index for
each U.S.-London city pair exam ned for 1978 and 198&. (An index
of 1.00 neans that all passengers in the market travel ed
intraliime. An index of 2.00 would mean that a passenger in the
mar ket averaged one interline connection.) As would be expected,
the change is pronounced for the 20 non-gateways city pairs. In
1978, over two-thirds of these passengers were making an inter-
line connection. By 1988, at |east four-fifths of these
passengers were traveling on just one carrier.

25



The amount of foreign carrier participation in these markets has
al so been changed by the increase in nunber of gateways. Al npost
across the board, foreign carrier participation in these narkets
t hrough connections is down. The nost significant change is in

t he new gateways which are not being served directly by a foreign
carrier. For exanple, in 1978, foreign carriers accounted for
approximately one-third of the revenue-passenger-mles in the

Bal ti nore-London, Charlotte-London and G ncinnati-London markets.
By 1988, the foreign carrier participation in interline
connections with U'S. carriers accounted for under 4 percent in
each. Foreign carrier participation in the 20 non-gateway markets
has been cut in half, from an average of 22%to 10%.

Finally, we have examned the U S carrier ﬁarticipation in each
of these city-pair markets to see how that has changed over the
past ten years with the opening up of new gateways and additi onal
transatlantic U S. carriers.

In every one of the city pairs that were nonstop gateways in both
1978 and 1988, the dominant U S. carrier's share of the market
declined over the period. These carriers are now facing service
conmpetition by other carrier's connecting opportunities over

di frerent gateways (Chicago-London and San Franci sco-London
markets for exanple) and by additional U S. carriers serving the
same gateway (Boston-London and New York (Newar k) -London).

For the ten markets that were served as nonstop gateways in 1988
but not in 1978, there has been a concentration of narket

position: in eight of these city-pairs the dom nant carrier's
share of traffic was higher in 1988 (in several cases the dom nant
carrier was different in 1988 than in 1978). As would be expected
with the award of new nonstop gateway authority fromthese U S
cities, the two mgjor U S. transatlantic carriers in 1978,
experienced market share declines in this category of narkets.

There has been an expansion of the participation of carriers in
the market share of the non-gateway markets. For the twenty

| argest non-gateway narkets in 1988, all major U. S. carriers
except one saw an Increase in the nunber in which they accounted
for 10% or nore of revenue-passenger-mles. These devel opnents
suggest that, with the increase in transatlantic U S. carriers and
additional U S. gateways, there has been an increase in
conpetition for traffic between carriers, particularly fromU. S
cities that are not dom nated by a single carrier.

The U.S. -Tokyo market presents somewhat different circunstances
that reflect a different state of devel opnent fromthe t.S.-
London market. In this connection, it is significant that
conpetition in the U.8.-Japan market has been delayed by bilatera
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consi derations, which have substantially limted the nunber of new
gatemays and service that may be provided at those gatemays, and

y operational considerations, including the |imted number of
Iong-rangg aircraft capable of serving the market on a nonstop

basi s. a result of this situation, the expansion of t.S.-
Japan service by new entrants began |ate durinﬁ t he el even-year
period under review, and these carriers have therefore not had
much tinme to fully devel op beyond nmarket flow over their new
gateways. The devel opment of the U.S. -Japan market during this
period was also influenced by the fact that one of the major U S.
carrier participants in the market, Pan American, sold its Pacific
System to another carrier, United.

G owh over the eleven-year period in the U S.-Tokyo narket in
terms of passengers traveling in part or whole on a U S. carrier
anounted to 150%. Interestingly, traffic growh in gateway and
nongateway city pairs was not substantially different. For
communities that were gateways in both 1978 and 1988, the growth
rate was 141% and in comunities that were not gateways in either
period, the growh rate was 157%. On the other hand, the three
communi ties that were gateways in 1988 but not in 1978 -- Dall as,
Detroit, and Portland -- experienced an average growh rate of
586%, but they only accounted for 5% of the overall market.

Honol ul u continues to be the largest city-pair, with over 33% of
the total U S.-Tokyo traffic that utilizes U.S. carriers. Los
Angel es, San Francisco and New York are second, third and fourth,
respectively. Together, these four city pairs account for over
70% of the U.S.-Tokyo market.

The six gateways that received nonstop service fromU S. carriers
in both 1978 and 1988 -- Chicago, Honolulu, Los Angeles, New York,
San Francisco and Seattle -- all received nonstop service froma
Japanese carrier in 1988. In addition, a Japanese carrier

provi ded nonstop service in the Washington market and single-pl ane
service in the Atlanta market in 1988. The data for these eight
markets with Japanese carrier service do not reflect the traffic
carried exclusively by the foreign carriers and are therefore
actually understated. As a result, these |arge gateway markets

aCtEaIIy represent a greater portion of the total U S. -Tokyo
mar ket .

As with the U S -London nmarkets, the U S -Tokyo markets were
served with substantially fewer interline connections in 1988 than
in 1978. Table V-5 shows the interline connection factor for
each of the gateway and top 25 non-gateway U.S.-Tokyo city pairs
for 1978 and 198%.
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Even for city pairs that were gateways in 197&, the interline
connection factor was fairly high, with an average of over 1.31
carriers per passenger. |f the | arge Honol ul u- Tokyo market, which
was generally served single-carrier (index of 1.03),, i s excluded,

t he average nunber of carriers per passenger for renaining
gateways was 1.%4. This declined to 1.23 by 1988&.

For the three new nonstop gateways -- Dallas, Detroit and Portland
-- the connection index declined froman average of 2.10 to 1.17.

For the 25 |argest nongateway city pairs, in 1978 every city pair
had a connection index greater than 2.00, which neans that the
average passenger in these markets nmade an interline connection.
The weighted average for all of these markets was 2.3L. By 1988,
the interline connection in every one of these markets was bel ow
2.00 and the wei ghted average index was 1.5L.

The degree of decline in foreign carrier participation in
interline connecting traffic in the U S. -Tokyo markets is
substantially less than in the U S.-London market.

The noticeably smaller decline in foreign carrier participation is
probably at least in part a function of the fact that, until the

| ast couple of years, U S.-Tokyo service was provided al nost
entirely by two carriers -- Northwest and Pan Anerican -- and
those two carriers do not have the |arger donestic systens and
feed networks. Wth the replacenent of Pan American by United and
the nore recent introduction of American and Delta to Tokyo, we
woul d expect to see further increases in on-line travel between
the U S. and Tokyo and a decline in interline connections between
U S. carriers and foreign flag carriers. This expectation is
supported by the fact that the three new U. S. gateways which now
have nonstop service -- Dallas, Detroit and Portland --
experienced sonme of the largest declines in foreign carrier
participation.

For the gateway markets, the data show that, although there has
been a shift in terms of which carriers are conpeting, the overal
nunber of carriers that are conpeting in individual markets has
not increased. Sinilarly, the overall Ievel of conpetition in the
i ndividual markets has not really experienced any increase. To
denmonstrate this point, in 1978, U.S. carriers accounted for 10%
or more of the revenue- passenger-mles in the nine nonstop

gat eway- Tokyo markets a total of 16 times. In 1988, this nunber
was still 16.
At the 25 non-gateway city pairs, the overall level of conpetition

also did not increase. Mijor US. carriers accounted for 10% of
nmore of the revenue-passenger-mles a total of 54 times, or an
average of 2 carriers per market in 1988 conpared to 57 tines in
1978, al so an average of 2 carriers per nmarket.
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Appendi x A

Revi ew of Devel opments in Air Service ko
Europe and Asi a

Eur ope

For many years, the two major United States airlines offering
schedul ed service with Europe were Pan Anerican and Trans Wrl d
(TW). Wth the acquisition of American Oversees Airlines by Pan
Amin 195@®, the Cvil Aeronautics Board (CAB) changed the route
certificates of the two remaining airlines, Pan Amand TWA, to
ensure continued U S. flag conpetition over the North Atlantic.
Pan Am received authority to operate to Paris and Rone in
conpetition with TWA, and TWA was authorized to serve London and
Frankfurt in conpetition with Pan Am As a result, both airlines
were authorized to operate to the four major European traffic
poi nt s.

I'n June 197@, National Airlines (later acquired by Pan Am
inaugurated relatively limted transatlantic service.

In the md 1970"s transatlantic airlines were confronted with
sharply rising fuel costs, weak traffic |levels, overcapacity and
resulting uneconom c operations. As a consequence, Pan Am and TWA
entered Into a tenporary zgreenent in late 1974 to realign their

I nternational services. t hough the agreenent resulted in a
significant reduction of direct conpetition between the two
airlines in the US. -Europe market, the CAB approved the plan in
view of the perceived financial threat to both carriers absent the
agreenent .

Thus, in calendar year 1977, the level of transatlantic service
performed by the two mpgjor U S. airlines was considerably |ess
t han what had been performed in previous years. Among other
service suspensions, Pan Am had discontinued its Paris and Rone
operations and TWA had ceased Frankfurt service. The agreenent
termnated in March 197&.

In 1978 the U. S. governnment devel oped an international aviation
policy statement that outlined specific aviation negotiation

gui del i nes which placed greater enphasis on the nmarketplace as the
key determ nant of routes, capacity and pricing. It also stressed
the desirability of new and greater opportunities for innovative
and conpetitive pricing to encourage new service options. During
the late 1970's and early 1980's, the U.S. was active in
negotiating bilateral agreements with foreign governnents,
particularly wth several European countries, which increased
conpetition in the international environnment. An exanple of the

i npl ementation of this policy was the CAB's decision in the
Transatl antic Rout e Proceeding whi ch, anong other things,
authorized three additional airlines to serve Europe -- Braniff,
Delta and Northwest. Also, during the period the previous
restrictions on schedul ed operations by supplenental airlines were
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lifted and as a result several of these airlines, as well as other
new entrants, entered the transatlantic market. As a result, in
the 1980's the conposition of U S airlines operating in the
Europe market varied considerably fromyear to year with severa
carriers entering and exiting the market.

Since many European airlines are government owned, the conposition
of European airlines serving the US. has been relatively stable
over the past decade, although through the years there has been an
increase In their nunber. Only two European countries, the United
Ki ngdom and France, have nore than one schedul ed airline operating
tothe US.  In 1977, British Airways, British Caledonian and
Laker operated to the "US. In 1984, British Airways, British

Caledomiam and Virgin Atlantic served the U S. narket. I n 1988,
the same three airlines were in the market, but during the year
British Airways acquired British Calledemiam. Until |ast year, Ar

France was the sole French airline operating over the Atlantic,
but in 1988, UTA, a wel | -established French airline in the Asial
Pacific market, initiated transatlantic service

Asi a

The Asia/Pacific aviation market is by far the fastest grow ng
U.S. international aviation region. During the 1977-1988 peri od,
nonstop schedul ed passenger traffic between the 50 states and

Asi a/ Pacific grew 245 percent %average annual rate of 11.9
percent) while U S. -Europe traffic increased 154 percent (average
annual rate of 8.9 percent).

Many factors have contributed to the rapid expansion of the t.8.-
Asi a/Pacific market. The Asia/Pacific region is the nost dynamc
economcally in the world. Japan is a world leader. Hong Kong

Tai wan, Korea and Singapore are fiercely conpetitive. Indonesia,
Mal aysi a and Thailand are energing as major trading powers. China
has trenendous econom c potential. Australia and New Zeal and have
eerrienced strong traffic growth in recent years. In addition
other U.S.-Asia/Pacific contacts have increased dramatically as

t he nunber of Asian immgrants to the U S. has grown.

While the U S -Asial/Pacific market has sel dom had the vol ume of
U S airlines serving it that oPerated in the U S. -Europe nmarket,
it does have a longer history of schedul ed passenger service.
Simlar to the European market, the participation of U'S. airlines
iﬂ the U.8.-Asia/Pacific market has varied considerably throughout
t he years.

Pan Anerican initiated conmercial passenger service over the
Pacific Ccean in 1936 flying between San Franci sco and Manil a.
This operation was the world's first transoceani c passenger
service. (Transatl antic passenger operations did not commence
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until 1939.)) The first comercial flight to serve the U.S.

mai nl and- Asia market was a Pan Anerican flight in 1937 which
operated to Hong Kong. Pan Anerican also initiated U S. -South
ch&fic service with flights between San Francisco and Auckland in
194@..

In 1946, the CAB issued its decision in the Pacific Case
establ i shing new routes to the Orient and the South Pacific. Pan
Amrerican's existing Central Pacific route was extended to include
many countries in the Asia/Pacific region. San Francisco and Los
Angel es were designated as U S. mainl and ?atemays. Nor t hwest was
granted authority to operate a North Pacific route to Japan, China
and the Philippines. Its cotermimalls i ncluded Anchorage, Seattle,
Chi cago, M nneapolis/St. Paul and New York. Northwest's inaugural
transpacific flight, between Mnneapolis/St. Paul and Tokyo, was
in July 1947.

The transpacific route network of both carriers was soon expanded.
Nort hwest was authorized to serve Hawaii from Seattle and Portland
cotermimallss i n 1948. That sane year, Pan Anerican was authorized
to establish Seattle and Portland as eotetniimalls on its Pacific
routes with a tenporary restriction limting its service between
the Pacific Northwest and Hawaii to flights originating or
termnating at points west of Hawaii. he President concl uded
that the national security and public welfare required the
establ i shnent of the nost direct service possible between the
Pacific Northwest and points in the South Pacific, the

Phi |l i ppi nes, Japan and other points in the Oient.

Because of the aircraft ran?e capabilities and | ong distances

involved, the first regularly schedul ed nonstop flight fromthe

U.S. west coast to Asia was not conducted until 1963. In that

g%m;_hbrtpmest started Seattle-Tokyo nonstop service w th Boeing
aircraft.

The President approved, with nodification, the CAB s decision of

the international phase of the Iranspacific Route fnvestiigaitiiam in
1968, @me of the |argest route proceedi ngs ever conducted by that
agency. Continental, Northwest, Pan American and TWA were

sel ected to conduct schedul ed passenger transpacific services.
Wil e the Board recommended that American Airlines be awarded a
central Pacific route to Japan, the President concluded that a
third U S. carrier serving Japan was not in the national interest
at that tinme.

American Airlines was awarded an U S. -South Pacific route in 1969
authorizing service to Australia, New Zealand and Fiji.

TWA conmenced transpacific operations in 1969 and term nated them
in 1975. American Airlines started its South Pacific services in
1970 and suspended themin 1974. Continental for several years
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operated services in the Pacific primarily of a regional nature.
In 1979, Continental initiated nonstop service from Honolulu to
maj or Asia/Pacific markets.

United commenced fairly limted transpacific services from
Seattle/Portland in 1983. 1In 198%, United acquired Pan Anerican's
extensive transpacific network. In 1987 Delta entered the
transpacific market and American reentered the market with
services to Japan.

The nunber of foreign passenger airlines operating in the U.S.-
Asi a/ Pacific market has increased fromonly nine in 1977 to 17 in
1988. Air France commenced operating between French Pol ynesia and
the U.S. in 1988 joi ning UTA, another French carrier in the
market. Al N ppon started services in the U S.-Asial/Pacific
market in 198%, and wth JAL, a |ong-tinme operator in the region.
Thi s makes Japan the only other Asia/Pacific country with nore
than one flag carrier in the market. CQher foreign carriers that
have initiated services since 1977 incl ude CAAC, Cathay Pacific
(U.S. services via Canada), Garwdwm, MAS, Singapore and Thai
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Tabl e 1rf-1

| NTERNATI L REVENUE PA 1g§8~§9y8LE FOR ALL U S RRI ER
_Year Revenue Passengerr M| es Per cent Chance
(806)
1978 49,184,948
1979 57,017,887 15.9%
1980 63,354,387 11.1%
1981 58,628,551 iy
1982 58,803,550 0.3%
1983 61,823,284 5.1%
1984 68,817,251 11.3%
1985 73,236,977 6.4%
1986 71,037,527 ( 3.0%)
1987 88,615,528 24.7%
1988 103,257,192 16.5%

1Y Because of a change in reporting fequitmenttss for operations
to Puerto Rico and the U S. Virgin Islands in 1981, a conparison
of 1981 to 1980 data cannot be nade.

Source: Air Carrier Traffic Statistics Mnthly, U S. Departnent
of Transportation.
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Tabl e k-2

TOTAL REVENUES FOR | NTERNATI ONAL OPERATI ONS
FOR ALL U.S. CARRIERS

1978-1988
_Year Total Revenues Per cent Change
AR

1978 $4,702,663

1979 $5,574,,590 18.5%
1980 $6,543,033 17.4%
1981 $6,390,180 17
1982 $6,434,704 0.7%
1983 $7,163,275 11.3%
1984 $7,974,706 11.3%
1985 $8,302,279 4.1%
1986 $8,625,772 3.9%
1987 $10,924,837 26.7%
1988 $13,331,94% 22.0%

Iy Because of a change in reporting requirenents for operations
to Puerto Rico and the U S. Virgin Islands in 1981, a conparison
of 1981 to 1980 data cannot be made.

Source: Air Carrier Financial Statistics, U'S. Departnent of
Transportation.
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Tabl e LCL-3

COVPARI SON OF | NTERNATI ONAL REVENUES PASSENGER M LES TO

TOTAL REVENUES PASSENGER M LES FOR ALL U. S. CARRI ERS

1978-1988
| nternational Revenue Total Revenue [nternationa
Year Passenger M | es Passengeir M | es As % O Tota
(009) (606)
1978 49,184,943 236,997,329 20.7%
1979 57,017,887 269,719,032 21.1%
1980 63,354,387 267,621,98% 23.7%
1981 58,628,551 260,063,078 22.5%
1982 58,803,550 272,434,744 21.6%
1983 61,823,284 295,143,775 20.9%
1984 68,817,251 319,503,800 21.5%
1985 73,236,977 351,073,477 20.9%
1986 71,037,527 378,922,631 18.7%
1987 88,615,523 417,830,055 21.2%
1988 103,257,192 437,492,531 23.6%
Source: Air Carrier Traffic Statistics Mnthly, U S. Departnent
of Transportation.
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Table 1if—4

COVPARI SON OF | NTERNATI ONAL REVENUES TO REVENUES

FOR ALL OPERATIONS FOR ALL U.S. CARRIERS

1978-1988
Year [nternational Revenues Revegggfa{{gﬁglul Per%g?goégter-
O8Oy VALY )
1978 $4,702,663 $21, 365,596 22.0%
1979 $5,574,5%0 $25,684, 018 21.7%
1980 $6,543,033 $33,727,806 19.4%
1981 $6,390,180 $33,930,958 18.8%
1982 $6,434,704 $36, 065, 529 17.8%
1983 $7,163,275 $38,593, 094 18.6%
1984 $7,974, 706 $44,060, 359 18.1%
1985 $8,302,279% $48,579,605 17.1%
1986 $8,625,772 $50, 086, 045 17.2%
1987 $10,924,, 837 $56, 786,850 19.2%
1988 $13,331,%4% $63,632, 660 21.0%
Source: Air Carrier Financial Statistics, U 'S Department of

Transportation.
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Tabl e IIC-5%

MAJOR AND NON- MAJOR CARRI ER SHARES OF | NTERNATI ONAL NMARKET
MEASURED BY REVENUE PASSENGER M LES

1978-1988
| nternati onal Revenue Passenget M| es Maj ors as
Year All Carriers Mbijors Non-Maijorss % of Tota
(606) (006) (00))
1978 49,184,943 48,093,706 1,091,242 97.8%
1979 57,017,887 55,714,33% 1,303,552 97.7%
1980 63,354,387 54,318,160 9,036,227 85.7%
1981 58,628,550 47,876,123 10,752,428 81.7%
1982 58,803,550 47,150,619 11,652,931 80..2%
1983 61,823,284 52,472,609 9,350,675 84.9%
1984 68,817,251 58,410,420 10,406,831 84.9%
1985 73,236,971 64,042,855 9,194,122 87.4%
1986 71,037,520 63,374,418 7,663,109 89.2%
1987 88,615,528 80,216,403 8,399,125 90.5%
1988 103,257,192 94,604,019 8,653,173 91.6%
Source: Air Carrier Traffic Statistics, U S Departnent of
Treanspor tatioon .
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Tabl e ILIC-6

MAJOR AND NON- MAJOR CARRI ER SHARES OF | NTERNATI ONAL MARKET

Year

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Sour ce:

MEASURED BY TOTAL REVENUES

1978-1988
I nternational Revenues Mbijors as
Al Carriers Maijonrs Non- Maj ors % of Tot al
(0066) =2 ) V4 \Agy) )
$4,702,663 $4,331,776 $370,887 92.1%
$5,574,,5%90 $5,191,458 $383,132 93.1%
$6,543,033 $5,976,221 $566,812 91.3%
$6,390, 140 $5,743,522 $646,618 89..9%
$6,434,704 $5,704,714 $729,990 88..7%
$7,163,275 $6,252,500 $910,775 87.3%
$7,974,706 $7,488,986 $485,720 93.9%
$8,302,27% $7,817,143 $485,136 94.2%
$8,625, 772 $8,176,873 $448,899 94.8%
$10,924, 837 $10,364,571 $560, 266 94.9%
$13,331,, 945 $12,698,457 $633,488 95.2%
Air Carrier Financial Statistics, U S. Departnent of

Transportation.
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Tabl e XEI-7

of Transportation.

39

YSTEM REVENUE PASSENGER M LES F RRI ER
1978-1988
Year System RPM s International RPM s Per cent
(866) (0066)
1978 216,315,313 48,093, 706 22.2%
1979 239,213,862 55,714,335 23.3%
1980 237,302,955 54,318,160 22.9%
1981 221,436,273 47,876,123 21.6%
1982 227,379,,18% 47,150,619 20.7%
1983 244,360,195 52,472,609 21.4%
1984 261,068,386 58,410,420 22.4%
1985 287,893,120 64,042,855 22.2%
1986 316,098,604 63,374,418 20..0%
1987 370,624,465 80,216,403 21.6%
1988 392,276,433 94,604,019 24.1%
Source: Alr Carrier Traffic Statistics Moathlly, t.8. Departnent



Tabl e TEE-8

GROMH I N TOTAL | NTERNATI ONAL REVENUE PASSENGER M LES
OF MAJOR CARRI ERS, 1978-1988

Percent Chance from

Year International RPMSs Preceediing Year
\AES) )
1978 48,093,706
1979 55,714,335 15.8%
1980 54,318,160 ( 2.5%)
1981 47,876,123 1y
1982 47,150,619 ( 1.5%)
1983 52,472,609 11.3%
1984 58,410,420 11.3%
1985 64,042,855 9.6%
1986 63,374,418 (1.0%)
1987 80,216,403 26..6%
1988 94,604,019 17.9%

1Y Because of a swtch in reporting of Caribbean traffic from
the Latin American glnternatlonal) to the Donestic entity in 198L,
a conparison of traffic between 1981 and 1980 is not valid.

Source: Air Carrier Traffic Statistics Monithilw, U S. Depart nent
of Transportation.
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Tabl e LIC-9

COVPARI SON OF REVENUE PASSENGER M LES

BY OPERATING ENTITY

FOR FIRST SI X MONTHS OF 1988 AND 1989

Opetating Entity

Atlantic

Latin Anerica

Pacific

Total Int'Il.

1-6/1988 RPM s
(D)
20,582,707
7,107,025

14,293,412

Sour ce: Schedule T-1,
Transportatiion..[[B

41,983,144

1-6/1989 RPM s % Chance
\AgY) )
21,610,089 5.0%
7,262,801 2.2%
17,607,,43% 23.2%
46,480,326 10.7%

Form 41.. U S. Departnent of
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Table 1rr-1@

AVAI LABLE TON M LES FOR SYSTEM AND | NTERNATI ONAL

OPERATI ONS OF MAJOR CARRI ERS

1978-1988
Year System ATM s International ATMS Per cent
(006) (006)
1978 49,558,649 11,485, 74 23.2%
1979 53,226,250 13,337,943 25.1%
1980 56,244,786 13,329,062 23.7%
1981 53,020,723 11,842,870 22.3%
1982 52,905, 360 12,050,824 22.8%
1983 54,388,478 12,169,234 22.4%
1984 63,163,404 15,649,401 24.8%
1985 66,496,433 17,486,804 26.3%
1986 74,566,744 18,381,404 24.7%
1987 85,269,925 20,976,519 24.6%
1988 91,215,655 24,277,622 26.6%

Sour ce:

of

Alr Carrier Traffic Statistics Mnthly,

Transportation.
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Tabl e tkir-11

NUMBER OF SCHEDULED REVENUE DEPARTURE PERFORMVED
BY MAJOR Al R CARRI ERS

1978-1988
Year Nunber of Departures % Change from
Previ ous Year
1978 209,512
1979 224,169 7.0%
1980 208,156 (7.1%)
1981 172,791 n/ a
1982 168,369 (2.6%)
1983 174,403 3.6%
1984 190, 644 9.3%
1985 203,,21% 6.6%
1986 218,878 7.7%
1987 256,803 17.3%
1988 295,288 15.0%

Source: Ar Carrier Traffic Statistics Monthilw, U S. Department
of Transportation.
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Tabl e 1rL~12

SYSTEM DOVESTI C AND | NTERNATI ONAL REVENUES
OF MAJOR CARRI ERS, 1978-1938

Total System Total Donestic Total Int"ll.
Year Revenues Revenues % Revenues %
(ALY ) (000) WQ)
1978 $19,641,166 $15,309,3%0 77.9%  $4,331,776 22.1%
1979 $22,678,160 $17,486, 702 77.1%  $5,191,4%8 22.9%
1980 $28,928,29%4 $22,952,073 79.3%  $5,976,221 20.7%
1981 $30,457,,11% $24,713,593 81.1%  $5,743,522 18.9%
1982 $29,976,, 760 $24,272,046 81.0% $5,704,714 19.0%
1983 $31,956,453 $25,703,953 80.4% $6,252,500 19.6%
1984 $37,382, 175 $29,893,18%9 80.0% $7,488,98% 20.0%
1985 $38,978,678 $31,161,53%5 79.9% $7,817,143 20.1%
1986 $42,834,813 $34,657,940 80.9% $8,176,873 19.1%
1987 $50,973,384 $40,608,813 79.7% $10,364,571 20.3%
1988 $57,489,931 $44,790,574 77.9% $12,698,4%7 22.1%
Source: Air Carrier Financial Statistics, U S. Department of

Transportation.
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Tabl e frk-13

OPERATI NG PROFI TS FROM | NTERNATI ONAL OPERATI ONS
COVPARED TO SYSTEM OPERATI NG PROFI TS
FOR MAJOR CARRI ERS
1978-1988

_ Maijor Carriers _ _
Year Svstem Operating Profit I nternational Profit |nternational

[, Vs NN/ As % of System

1978 $1,160,0%4 $324,124 27.9%
1979 $ 21,219 $ 86,431 307.3%
1980 ($ 333,599) ($195,145%))

1981 ($ 596,57) ($154,24%))

1982 ($ 716,610) $ 30,486

1983 $ 153,710 $423,230 175.3%
1984 $2,042,,44%6 $482,089 23.6%
1985 $1,129,614 $283,994 25.1%
1986 $1,361,,46%5 $169,224 12.4%
1987 $2,362,2%4 $659, 256 27.9%
1988 $3,207,402 $924,814 28.8%

Source: Air Carrier Financial Statistics, US. Departnent of
Transportation.
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TOTAL. MAJOR CARRIER REVENUE PASSENGER MILES BY OPERATIING ENTITY, 1978-13&B

Totall Int"|l.

Yeat RPMS

(000)
1978 48,093, 70%
1979 55,714,335
1980 54,318,160
1981 47,876,123
1982 47,150,619
1983 52,472,609
1984 58,410,420
1985 64,042,855
1986 63,374,418
1987 80,216,,403
1988 94,604,019

Nottes :

Atllantiie

RPMS

(000))

23,302, 340
25,587, 44
24,812, 606
23,843,330
24,136,089
26,654, B40
29,971,323
34, 346,445
29,790,863
40,302, 443

47,523,831

Pet-cemnt

48.
45.
45.
49.
51.
50.
51.
53.
47.
50.

50.

5%
9%
7%
8%
2%
8%
3%
6%
0%
2%

2%

Latin America

RPMS Petcemnit
(000)
15,226, 5% 31.7%
17,352,632 31.1%
16,393,561 30.2%
11,068,,440® 23.1%
9,299,610 19.7%
10,021,148 19.1%
9,684,316 16.6%
9,711,015 15.2%
11,627,741 18.3%
13,299,773 16.6%
14,676,,230 15.5%

Paciiffiic
RPMS Petcentt
(000)

9,564, 78D 19.9%
12,774,262 22.9%
13,111,998 24.1%
12,964,344 27.1%
13,714,910 29.1%
15,796,, 5711 30.1%
18,006, ,&GHI1L 30.8%
19,236,604 30.0%
20,926,050 33.0%
25,483,098 31.8%
31,257,501 33.0%

Since data for Puerto Rico and the U.S. Vitgin Islands was reported in the Latin Ameriica

entity prior to 1981, the data for Latin Aneriica from 1978 through 1980 ovetsttaitess the levell of

trafffiic in that entity and affects compariswiss between yeatrs before and after 1981 and between
entiitiies before 19%L.

Sourcss: At Cattiier Traffiic Statisttiics Monithly, U.S. Deparitieiit of TransparitedtDon.

pI-II1 ®lqel



MAJOR CARRTER OPERATIING REVENUES BY OPERATIING ENTITY
1978-1988

Totall Opetattiimg Operattiimp Revemwes by Entiitty

2w

Year Revenues Attll amiti e Percemntt Latin Aneriica Percentt Paciiffiie Percemntt
(000) (000) (000) (000)
1978 $4,331,,77% $2,012,375 46.5% $1,388,516 32.1% $ 930,885 21.5%
1979 $5,191,,458 $2,367,856 45.6% $1,633,37 31.5% $1,190,22% 22.9%
1980 $5,976,,222 $2,764,728 46.3% $1,900,040 31.8% $1,311,454 21.9%
1981 $5,743,5201 $2,783,623 48.5% $1,503,822 26.2% $1, 456,076 25.4%
1982 $5,704,, 714 $2,847,725 49.9% $1,339,84% 23.5% $1,517,14® 26.6%
1983 $6,252 300 $3,163,333 50.6% $1,254,09% 20.1% $1,835,, 06D 29.3%
1984 $7,488,,38% $3,623,907 48.4% $1,283,834 17.1% $2,581,,244: 34.5%
1985 $7,817,143 $3,961,050 50.7% $1,323,676 16.9% $2,532,418 32.4%
1986 $8,176,,873 $3,638,9380 44.5% $1,501,034 18.4% $3,036,,33D 37.1%
1087 $10,,364,, 57711 $4,767,481 46..0% $1,695,, 660 16.4% $3,901,,43D 37.6%
1988 $12,698, 457 $5,796,565 45.6% $1,894,433 14.9% $5,007,,438 39.4%

Sourcs: Aidtr Carrier Financiiall Statisttics, U.S. Departumenit of Transponttatiion.
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Year

1978

1979

1980

1981

1982

1983

1984

1985

1986

1987

1988

Source:

Totall Operating

MAJOR CARRIFR OPERATIING PROFITS BY OPERATING ENTITY

197819838

Operatiimg Profiitt by Entiity

Proffiitt Att[iamitiic Petrcenit Latiin Anetrica Percent Paciiffiie Petcemit
(000) (000) (000) (000)

$324,124 $ 77,650 24.0% $119,912 37.0% $126,562 39.0%
$ 86,431 (8 16,155) nla $ 43,790 uia $ 58,79 nila
($195,148) ($116,,213) nila ($ 15,349) nila ($ 63,581) nla
($154,248) (§ 79,.618) nila (§ 25,484) nia ($ 49,148) nla
$ 30,485 $ 72,72 nila (§ 2,852) nila (6 39,38™) nila
$423,230 $387,634 nia ($ 69,250) nla $104,847 nia
$399,,767 $297,525 nla ($ 14,i87) nila $116,42% nla
$215,273 $132,246 61.4% $ 17,923 8.3% $ 65,104 30.2%
$101,373 (8 83,727) nla $ 85,858 nia $ 99,242 nla
$558,,257 $253,527 45.4% $ 68,027 12.2% $236,703 42.4%
$857,539 $264,643 30.9% $113,613 13.2% $479,283 55.9%

Air Catrier Financiizll Statiistiics, U.S. Depatitimiit of Transperdtadtbon.
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Tabl e fri-17

TOTAL TRAFFIC AND GROMH OF MAJOR CARRIERS I N ATLANTIC ENTITY
MEASURED BY REVENUE PASSENGER M LES
1978-1988
% Change From

Year RPMB Previ ous Year Carriers

1978 23,302,340 BN, DL, NA, PA TW

1979 25,587,441 9.8% BN, DL, NA, NW PA, TwW
1980 24,812,606 (3.1%) BN, DL, N\W PA, TW, WA
1981 23,843,339 (5.2%) BN, DL, NW PA Tw, WA
1982 24,136,099 2.7% AA, BN, DL, N\W PA, Tw
1983 26,654,840 10.4% AA, DL, N\W PA, Tw

1984 29,971,523 12.4% AA, DL, NW PA, TWw

1985 34,346,445 14.3% AA, CO, DL, EA, N\W PA, Tw
1986 29,790,863 (14..0%) AA, CO, DL, EA, NW PA Tw
1987 40,302,443 37.8% AA, CO, DL, N\W PA, PI, Tw
1988 47,523,896 17.9% AA, CO DL, N\W PA, PI, Tw

Source: Air Carrier Traffic Statistics Mnthly, U S. Departnent

of Transportation.
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Tabl e Irr-13

TOTAL TRAFFI C AND H RRIERS I N LATI N AVER ENTI TY
MEASURED BY REVENUE PASSENGER M LES
1978-1988
% Chance _
Year RPMS From Pre- Carriers
vious Year
1978 15,226,536 - AA, BN, DL, EA, PA, WA
1979 17,352,632 14.0% AA, BN, CO DL, EA, NA, PA,WA
1980 16,393,561 (5.5%) AA, BN, CO DL, EA, PA, WA
1981 11,068,440 nfal/ AA BN, CO DL, EA, PA, VA
1982 9,299,610 (16..0%) AA, BN, CO DL, EA, PA, WA
1983 10,021,148 7.8% AA, CO, DL, EA, PA, WA
1984 9,684,316 (3.4%) AA, CO, DI, EA, PA, WA
1985 9,711,015 0.3% AA, CO DL, EA, PA, WA
1986 11,627, 741 19.7% AA, CO, DL, EA, PA, WA
1987 13,299,773 14.4% AA, CO, DL, EA, PA, PI, WA
1988 14,676,290 10.3% AA, CO DL, EA, PA, PI
3/ Because of the change in the reporting of Puerto Rico and
U S Virgin Island data fromthe Latin Arerica to the donestic
entity in 1981, a conparison of data between 1981 and 1980 is
I nappropri ate.

Source: Air Carrier Traffic Statistics Moatthllw, U. S. Departnent
of Transportati on.
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Tabl e IEC-19

TOTAL TRAFFIC AND GROMH FOR MAJOR CARRI ERS IN PACI FI C ENTITY
MEASURED BY REVENUE PASSENGER M LES
1978-1988

% Changre From

Year RPMB Previ ous Year Carriers
1978 9,564,780 - CO NW PA

1979 12,774,262 33.6% BN, CO NW PA
1980 13,111,993 2.6% BN, CO NW PA
1981 12,964,344 (1.1%) CO NW PA

1982 13,714,910 5.8% CO NW PA

1983 15,796,571 15.2% CO NW PA, UA
1984 18,006,681 14.0% CO NW PA UA
1985 19,236,614 6.8% CO NW PA UA
1986 20,926,050 8.8% CO, NW PA UA
1987 25,483,098 21.8% AA, CO, DL, N\W UA
1988 31,257,511 22.7% AA, CO, DL, N\W UA

Source: Air Carrier Traffic Statistics Montthilw, U S. Departnent
of Transportation.
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Year

1978
1979
1980
1981
1982
1983
1984
1985
1986
1987
1988

Sour ce:

Tabl e Thh-20®

COVPARI SON OF SCHEDULED AND NON- SCHEDULED TRAFFI C
FOR | NTERNATI ONAL OPERATI ONS OF MAJOR CARRI ERS

of Transportation.

52

1978-1988
Total Int"ll. Schedul ed Non- Schedul ed
RPMS of Majors RPMS % RPMS %
48,093, 706 44,104,146 91.7% 3,989,560 8.3%
55,714,33% 52,939,951 95.0% 2,774,384 5.0%
54,318,160 52,981,851 97.5% 1,336,309 2.5%
47,876,123 47,442,397 99.1% 433,726 0.9%
47,150,619 45,689,855 96.9% 1,460,764 3.1%
52,472,609 50,827,951 96.9% 1,644,658 3.1%
58,410,420 57,088,397 97.7% 1,322,023 2.3%
64,042,855 62,511,649 97.6% 1,531,206 2.4%
63,374,413 61,484,149 97.0% 1,890,269 3.0%
80,216,403 78,584,943 98.0% 1,631,460 2.0%
94,604,019 92,381,377 97.7% 2,222,642 2.3%

Alr Carrier Traffic Statistics Mbathilw, U S. Depart nent



Tabl e 1fk-21

COVPARI SON OF REVENUE PASSENGER M LES FOR

| NTERNATI ONAL OPERATI ONS TO CARRI ER SYSTEM OPERATI ONS

1988

Carrier System RPM s International RPMs Percent
Aneri can 64,770,369 8,830,906 13.6%
Cont i nent al 40,766,521 9,112,386 22.4%
Del ta 51,686,213 5,760,338 11.1%
Eastern 28,871,217 3,399,410 11.8%
Nor t hwest 40,850,200 16,532,751 40.5%
Pan American 29,715,279 23,071,721 77.6%
Pi ednmont 13,057,649 510,563 3.9%
Trans Worl d 34,803,192 13,719,189 39.4%
Uni t ed 69,101,362 12,520,433 18.1%

Total -
Nine carriers 373,622,008 93,457,697 25.0%
Al Major Carriers 392,276,433 94,604,019 24.1%

Sour ce: Al r

Carrier Traffic Statistics Mnthly,

of Transportation.
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Tabl e 1ik-22

COVPARI SON_OF OPERATI NG REVENUES FROM | NTERNATI ONAL

OPERATI ONS W TH SYSTEM OPERATI NG REVENUES

1988
Syst em Qperating [ nt ernational _Per cent
Carrier Revenues Operattiim@g Revenues of System
AARY (600)

Anerican $8,550,, 586 $1,002,98% 11.7%

Conti nent al $4,553,349 $ 871,665 19.1%

Del ta $7,393,275 $ 708,847 9.6%

Eastern $3,888,121 $ 465,315 12.0%

Nor t hwest $5,587,783 $2,193,235% 39.3%

Pan Anerican $3,592,617 $2,788,391 77.6%

Pi ednont $2,363,178 $ 61,880 2.6%

Trans Worl d $4, 364,332 $1,586,949 36.4%

United $8,796,352 $1,790,218 20.4%
Tot al

Nine Carriers $49,089,593 $11,469,48% 23.4%

All Mjors $57,489,031 $12,698,457 22.1%

Sour ce: Alr Carrier Financial

Statistics,

Transportation.
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PERCENTAGE OF MAJOR CARRIFR REVENUES GENFRATED BY

Catiriier 1978 1979 1980
Anetiican 11.7% 12.0% 12.3%
Braniiffff 25.4% 26.1% 30.8%
Contt:iimenita 1 3.3% 7.0% 8.7%
Delltta 3.1% 4.0% 4.4%
Eastetn 14.9% 14.0% 13.6%
Nationall 12.1% 15.7%
Northwest 29.1% 31.4% 33.4%
Pan Anerican 92.5% 92.0% 73.9%
Piedmomit

Trans Vorlld 34.2% 32.0% 32.3%
United

Viéstetrn 6.0% 7.2% 8.5%

Soutre: At Cattriier Financiiall Statistics, U.S. Departtmenit of Transpoirttattion.

1981
6.7%
27.6%
11.7%
3.6%

6.2%

36.3%

75.6%

33.9%

12.4%

ERNATITONNT, OPERATIT BY CARR 1978-1988

1982 1983 1984 1985 1986 1987 _1988
7.0% 7.3% 6.9% 7.6% 9.1% 10.6% 11.6%

29.3%

11.9% 15.6% 20.7% 17.0% 18.3% 15.3% 19.1%
4.1% 4.1% 4.3% 5.0% 5.6% 7.5% 9.6%
8.6% 10.0% 9.0% 8.6% 9.5% 10.5% 12.0%

41.2% 43.1% 45.4% 46.2% 44.6% 34.4% 39.3%

77.0% 77.1% 79.5% 82.9% 79.8% 80.0%m 77.6%

1.1% 2.6%

36.7% 41.7% 43.9% 45.1% 35.1% 34.2% 36.4%

1.3% 2.5% 2.8 14.4% 17.3% 20.4%
6.7% 5.3% 5.5% 4.9% 4.7%

€2-111 9lqel



Tabl e ftk-24

COVPARI SON OF OPERATI NG PROFI TS FROM | NTERNATI ONAL
OPERATI ONS W TH SYSTEM OEPRATING PROFI TS

1988

Systemn Operatine | nt ernati onal Opeti~ Rati o of

Carrier Profit (Loss) ating Profit (lLess) Int"[./
(000) V) _System_
Areri can $800, 995 $ 6,734 .008
Cont i nent al $ 83,642 $170,327 2.036
Delta $524,637 $ 83,669 .159
Eastern ($209,,437)) ($ 22,414)) .107
Nor t hwest $195,638 $177,075 .905
Pan American ($105,293)) $ 76,013 n/ a
Pi ednont $277,361 $ 11,524 . 041
Trans Worl d $259,419 $146,713 , 566
United $668,568 $207,898 310
Total -
Nine Carriers $2,495,530 $857,539 .344
All Mjors $3,207,402 $924,814 .288

Source: Air Carrier Financial Statistics, US. Departnent of
Transportati on.
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(&

CARRIER TRAFFIC FOR SYSTEM AND INTERNATIONAL OPERATIING ENTLITY

Carriier System RPMS
Ameriican 64,770,3&D
Contiimenital 1 40,766,521
Dellita 51,686,208
Eastern 28,871,21077
Northwest 40,850,201
Pan Ameriican 29,715,279
Piiednont 13,057,645
Trans Vorlld 34,803,192
Uniited 69,101,362
Soureoe :

BY REVENUE PASSENGER MIIES. CALENDAR YEAR 1988

Totall Ent"Il. Atllanttiic Latin Am.
RPMB ~2— _ RPMS 3 RPMB
8,830,,%06 13.6 5,111,432 7.9 3,162,464
9,112,386 22.4 3,623,289 8.9 1,451,16%®
5,760,338 11.1 3,606,887 7.0 1,428,857
3,399,410 11.8 - - 3,399,410
16,532,751 40.5 3,115,205 7.6
23,071,721 77.6 17,926,653 60.3 5,145,068
510,563 3.9 421,241 3.2 89,322
13,719,189 39.4 13,719,189 39.4
12,520,433 18.1 - -

At Carriier Teraffiic Statistiics Montthilw,

Pacific

4.9 557,010
3.6 4,037,928
2.8 724,594
11.8 -
- 13,417,546
17.3 -

0.7

- 12,520,433

U.S. Department of Transporttaition.

% _RPMB 2

0.9

9.9

1.4

32.8

18.1
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Tabl e TIh-2%
Page 1 of 9

| NTERNATI ONAL TRAFFI C FOR AMERI CAN Al RLI NES

BY OPERATI NG ENTI TY

1978-1988

Vear RPMétlantic - E%&gn Ameri&? RPMgacifico/0

CARAY Change (006)) Change (006) Change
1978 3,908,003 -
1979 4,425,378 13.2% - -
1980 3,969,689 (10.3%) - -
1981 2,200,837 1/ -
1982 343,443 2,103,487 (4.4%) - -
1983 647,649 88.5% 2,145,766 2.0% - -
1984 789,621 21.9% 2,235,829 4.2% - -
1985 1,749,4%4 121..6% 2,387,043 6.8% - -
1986 2,290,650 30.9% 2,636,754 15.1% - -
1987 4,035,123 76.2% 2,959,780 12.3% 271,267 -
1988 5,111,432 26.7% 3,162,464 6.8% 557,010 105.3%

L/ Because of a switch in reporting of Puerto Rico and U S
Virgin Island traffic fromthe Latin Anerica to the Donestic
entity in 198L, a conparison of traffic for that entity between
1981 and 1980 is not valid.

conput ed.

Sour ce:

of Transportati on.

Alr Carrier Traffic Statistics Mnthly,

Ther ef or e,

no percentage change is

U. S. Depart nent
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Tabl e IIE-26
Page 2 of 9

| NTERNATI L TRAFFIC F | NENTAL Al RLI NE
BY OPERATI NG ENTITY
1978-1988
Atlantic Latin Amrerica Pacific

Year RPNBS % RPNBS % RPNBS %

(006) Chance AAROY Change \Agy)  Chance
1978 215,214 -
1979 8,923 - 641,751 198..2%
1980 38,870 335.6% 773,369 20.5%
1981 147,995 i) 833,291 7.7%
1982 139,448 (5.8%) 911,793 9.4%
1983 330,520 137.0% 1,049,661 15.1%
1984 383,963 16.2% 1,389,902 32.4%
1985 382,435 - 447,09 16.4% 1,897,384 36.5%
1986 629,948 64.7% 540,562 20.9% 2,333,265 23.0%
1987 2,392,962 279.%9% 860,52% 59.2% 3,205,248 37.4%
1988 3,623,28% 51.4% 1,451,169 68.6% 4,037,928 26.0%

L/  Because of a switch in reporting of Puerto Rico and U S,
Virgin Island traffic fromthe Latin Anerica to the Domestic

entity
1981 and 1980 is not valid.
conput ed.

Sour ce: Al r

Carrier Traffic Statistics Mnthly,

in 1981, a conparison of traffic for that entity between
Therefore,

no percentage change is

U S. Depart nent

of Transportati on.
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Tabl e LI-26
Page 3 of 9

| NTERNATI ONAL TRAFFI C FOR DELTA Al RLI NES
BY OPERATI NG ENTI TY

1978-1988
Atlantic Latin Anerica Pacific
Year RPMS % RPMS % RPMS %
(00§)  Change \agy))  Change \AAy Change
1978 350,410 - 652,241 - -
1979 795,262 127.0% 768,465 17.8% -

1980 1,108,426  39.4% 696,115  (9.4%)
1981 1,052,659 (5.0%) 359,385 17 -

1982 1,124,036  6.8% 390,807  8.7% -

1983 1,097,086  (2.4%) 410,907  5.1% -

1984 1,292,140 17.8% 484,185 17.8% -

1985 1,686,318  30.5% 516,366  6.6% -

1986 1,824,548  8.2% 565,250  9.5% -

1987 2,849,908 56.2% 1,057,627 87.1% 217,201

1988 3,606,887 26.6% 1,428,857 35.1% 724,594 233.6%

1/ Because of a swtch in the reporting of Puerto Rico and U S
Viitkrgiin | sl and traffic fromthe Latin America to the Donestic
entity in 198L, a conparison of traffic for that entity between
1981 angl 1980 is not valid. Therefore, no percentage change is
conput ed.

Source: Air Carrier Traffic Statistics Mbathllw, U S. Departnent
of Transportation.
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Tabl e LLE-26
Page 4 of 9

| NTERNATI ONAL _TRAFFI C FOR EASTERN AIR LI NES
BY OPERATI NG ENTI TY

1978-1988
Atl antic Latin_ Anerica'
_Year _ RPMS % RPMS %
CARAY (060)

1978 4,458,587

1979 4,872,747 9.3%

1980 6,637,177 36.2%

1981 1,880,221 Ly

1982 2,257,620 20.1%

1983 3,006,198 33.2%

1984 2,803,370 (6.7%)

1985 95,929 2,742,369 (2.2%)

1986 321,181 224.8% 2,742,015 0.0%

1987 3,337,792 21.7%

1988 3,399,410 1.8%

L/ Because of a switch in reporting of Puerto Rico and U.S.
virgin Island traffic fromthe Latin America to the Domestic
entity in 1981, a conparison of traffic for that entity between
1981 and 1980 is not valid. Therefore, no percentage change is
conput ed.

Source: Air Carrier Traffic Statistics NMontthilw, U S. Depart nent
of Transportation.
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Tabl e LLk-2%
Page 5 of 9

| NTERNATI ONAL TRAFFI C FOR NORTHWEST Al RLI NES

BY OPERATI NG ENTI TY

1978-1988
Atlantic
Year RPNB %
oY) Change
1978
1979 493,621
1980 1,086,218 120.1%
1981 1,442,336 32.8%
1982 1,478,452 2.5%
1983 1,768,105 19.6%
1984 1,858,234 5.1%
1985 2,310,733 24.4%
1986 2,431,134 5.2%
1987 2,595,166 6.7%
1988 3,115,205 20.0%
Source: Air Carrier Traffic Statistics Mnthly,

Pacific
RPNS %
(806) Change
2,194,737
4,085,531 86..2%
4,368,681 6.9%
4,718,840 127.2%
5,942,343 25.9%
6,838,203 15.0%
8,449,873 23.6%
9,532,257 12.7%
10,192,309 6.9%
11,528,974 13.1%
13,417,546 16.4%

of Transportation.
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Tabl e ILI-26

Page 6 of 9
| NTERNATI ONAL TRAFFI C FOR PAN AMERI CAN
BY OPERATI NG ENTI TY
1978-1988
Atl antic Latin Anerica Pacific

Year RPNBS % RPNS % RPNB %
ALS) ) Change ALY Change WAAAy Chanqge

1978 11,015,058 - 3,319,336 - 7,154,829 -

1979 10,915,726  (0.9%) 3,804,499 14.6% 7,816,433 9.2%
1980 11,081,234  1.5% 3,762,911 (1.1%) 7,442,358 (4.8%)
1981 10,722,466  (3.2%) 3,366,361 L/ 7,412,213 (0.6%)
1982 11,124,508  3.7% 3,207,442 (4.7%) 6,860,774 (7.4%)
1983 11,872,172  6.7% 3,487,162  8.7% 7,355,893  7.2%
1984 12,484,080  5.2% 3,124,156 (10.4%) 6,788,310 (7.7%)
1985 12,654,811  1.4% 2,998,884  (4.0%) 6,526,385 (3.9%)
1986 12,520,865 (1.1%) 4,547,136 51.6% 708,202 (89.4%)
1987 16,184,963 30.1% 4,889,565  7.5%

1988 17,926,653 10.8% 5,145,068  5.2%

Ly Because of a swtch in reporting of Puerto Rico and U S,
Virgin Island traffic fromthe Latin America to the Domestic
entity in 1981, a conparison of traffic for that entity between
1981 angl 1980 is not valid. Therefore, no percentage change is
conput ed.

Source: Air Carrier Traffic Statistics Monthly, U S. Depart nent
of Transportation.
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Tabl e LEI-26
Page 7 of 9

| NTERNATI ONAL TRAFFI C FOR PI EDMONT AVI ATI ON
BY OPERATI NG ENTI TY
1978-1988

Atl antic Latin Anerica
Year RPNS % RPNS %

(000)) Chancre (000) Chanae
1978 - - - -
1979 - - - -
1980 - - - -
1981 - - - -
1982 - - - -
1983 - - - -
1984 - - - -
1985 - - - -
1986 - - - -
1987 187,890 - 11,5210 -
1988 421,241 124.2% 89,322 674..9%

Source: Air Carrier Traffic Statistics Mnthly, U S. Departnent of
Transportation.
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Tabl e LTh~-26
Page 8 of 9

| NTERNATI ONAL TRAFFI C FOR TRANS WORLD Al RLI NES
BY OPERATING ENTITY

1978-1988
Atlantic
Year RPNB % Change
(000))

1978 10,246,371
1979 10,510,833 2.6%
1980 9,793,700 (6.9%)
1981 9,830,566 0.4%
1982 9,901,133 0.7%
1983 11,269,878 13.8%
1984 13,547,448 20.2%
1985 15,466,725 14.2%
1986 9,772,542 (36..8%)
1987 12,056,431 23.4%
1988 13,719,18% 13.8%

Source: Air Carrier Traffic Statistics Moathly, U S. Departnment
of Transportation.
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Tabl e LLh-26

Page 9 of 9
BY OPERATI NG ENTITY
1978-1988
Pacific
Year RPMB % Ehange
VA0S )
1978 - -
1979 - -
1980 - -
1981 - -
1982 -
1983 552,814 -
1984 1,378,596 149..4%
1985 1,280,588 (7.1%)
1986 7,692,274 500.7%
1987 10,260,408 33.4%
1988 12,520,433 22.0%

Source: Air Carrier Traffic Statistics Nbathlly, U S. Depatimesit
of Transportati on.
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89

LATIN AMERICA ENTITY TRAFFIC SHARE BY MAJOR CARRIFR, MEASURED BY REVENUE PASSENGER MILES, 1978-13&8

Carriier 1978 1979 1980 1981
Aneriicam 25.7% 25.5% 24.2% 23.4%
Braniff 1.0 14.0% 14.4% 22.8%
Continentall 0.1% 0.2% 1.6%
Dellta 4.3% 4.4% 4.2% 3.8%
Eastern 29.3% 28.1% 28.3% 2.2%
Nationall 0.4%

Pan Ameriican 21.8% 21.9% 23.0% 35.8%
Piiedmontt

Viéstern 5.0% 5.5% 5.7% 10.3%

1983 1084 1985 1986 1987 1988
21.4% 23.1% 24.6% 22.7% 22.3% 21.5%
3.3% 4.0% 4.6% 4.6% 6.5% 9.9%
4.1% 5.0% 5.3% 4.9% 8.0% 9.7%
30.0% 28.9% 28.2% 23.6% 25.1% 23.2%
34.8% 32.3% 30.9% 39.1% 36.8% 35.1%
0.1% 0.6%
6.4% 6.7% 6.4% 5.1% 1.4%

Source: Air Carrier Trafffic Statisttiicss Momithly, U.S. Depatrtment of Transpetrtatticm.
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COVPARI SON OF REVENUE PASSENGER M LES BY CARRIER AND O

Tabl e LLI-30

ENTITY FOR THE FIRST SI X MONTHS OF 1988 AND 1989

Carrier/Entity

1988 RPM s

PERATI NG

Ameri can
Atlantic
Latin Am
Pacific

Total Int'l.
Cont i nent al
Atlantic
Latin Am
Pacific
Total Int'Il.

Delta
Atlantic
Latin Am
Pacific

Total Int'1.

Eastern
Latin Am

Nor t hwest
Atlantic
Pacific
Total Int'l.

Pan Anerican
Atlantic
Latin Arerica
Tot al fnt'Il.

Pi ednont
Atlantic
Latin Am
Total Int'’l1l.

Trans Worl d
Atlantic

Uni ted
Pacific

Sour ce:

Form 41,, Schedule T-1.

2,138,357
1,562,504
242,937
3,943,798
1,511,651
674,628
1,797,140
3,983,419
1,571,580
699,095
240,627

2,511,302
1,593,237
1,176,842
6,169,764
7,346,606

8,154,689
2,533,502

10,688,191

192,500
44,059
236,559
5,837,088

5,842,944

70

1989 RPM s % Chance
2,858,447 33.7%
1,728,012 10.6%
291, 3%% 19.9%
4,877,815 23.7%
1,544,871 2.2%
970,18% 43.8%
2,238,543 24.6%
4,753,600 19.3%
1,850,013 17.7%
845,425 20.9%
536,446 122.9%
3,231,8%4 28.7%
1,011,044 (36..5%)
1,357,651 15.3%
7,441,466 20.6%
8,799,117 19.8%
7,537,189 ( %)
2,643,446 ng%
10,180,635 (4.7%)
200,271 4.0%
64,688 46.8%
264,953 12.0%
6,261,647 7.3%
7,099,625 21.5%

U S. Departnment of Transportation.



Tabl e IEr-31

COVPARI SON OF YI ELDS PER REVENUE PASSENGER M LE
BY CARRI ER AND OPERATI NG ENTI TY
FOR THE FIRST SI X MONTHS OF 1988 AND 1989

Carrier/

Operating Entiity Yi el d/ RPM 1L-6/88 Yi el d/ RPM L-6/8® % Change
Ameri can

Atlantic . 0948 .0914 (3.6%)

Latin Am .1069 1162 8.7%

Pacific .1229 1291 5.0%
Cont i nent al

Atlantic 0644 0628 (2.5%)

Latin Am . 0989 1037 4.9%

Paci fic 1047 . 0934 (10.8%)
Delta

Atl anti .0997 .0982 (1.5%)

Latin Am . 1190 AZ02 1.0%

Paci fic .1498 .1387 (7.4%)
Eastern

Latin Am .1287 -1203 (6.5%))
Nor t hwest

Atlantic . 0826 . 0766 (g/a-%’)

Pacific 21143 :1202 .2%
Pan American

Atlantic .1016 .0872 NATFAY)

Latin Am 1140 <1160 1.8%
Pi ednont

Atlantic .1011 1268 25 . 4%

Latin Am .0963 . 0916 (4.9%)
Trans Wrl d

Atlantic . 0953 .0931 (2.3%)
United

Pacific 1208 1223 1.2%

Sour ce: Form 41,, Schedul e P-L.2 and Tabl e 111-30.
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19088 CARRIER OPERATIING REVENUES FOR SYSTENM AND INTERNATIONAL OPERATING ENTEITY

Totall Int"lL. Atllantic Latin Ametiica Paciiffiic
Cattiienr System Revemirs Revennes -~ Revemiess  _ -2 Revemines X Revenues 4
(000) (000) (000) (000) (000)

Aneriican $8,550,, 8% $992,989 11.6% $546,824 6.4% $363,680 4.3% $ 82,485 1.0%
Conttiimemital 1 $4,553,349 $871,665 19.1% $259,126 5.7% $158,404  3.5% $454,135 10.0%
Dellta $7,393,,27% $708,847 9.6% $398,080 5.4% $179,200 2.4% $131,567 1.8%
Easterm $3,888,121 $465,315 12.0% $465,315 12.0%

Nott hwesit $5,587,, 7&3 $2,193,23% 39.3% $275,003 4.9% $1,918,2%2 34.3%
Pan Ameriican $3,592,617 $2,788,3%1 77.6%  $2,126,931 59.2% $661,440 18.4%

Pii edmoimit $2,363,173 $ 61,880 2.6% $ 53,305 2.3% $ 8,575 0.4%

Trans Worlld $4,364,,3%2 $1,586,,34% 36.4%

Uniited $8,796,,352 $1,790,218 20.4% $1,790,128 20.4%

Souree: Aitr Catwier Financiiall Statistiics, U.S. Depattpent of Transporttaition.
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PERCENTAGE CHANGE

IN OPERATING REVENUES FROM INTERNATIONAL CPERATIIONS

BY CARRIFR, 1978-13&8

Carriier 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
Aneriicam 22.8% 15.0% 1/ 5.6% 19.3% 5.6% 27.1% 20.4% 41.2%  32.8%
Braniifff 42.2% 27.5% 1/ (67.7%)

Contiinentall  148.8% 32.8% 1/ 9.0% 28.1% 40.92 18.9% 27.7% 63.8%  41.3%
Dellta 53.1% '35.72 1/ 13.5% 5.8% 21.22 23.6% 6.1% 81.2%  55.6%
Eastern 13.3% 16.87 1/ 39.0% 21.6% 0.42 4.47 4.1% 10.8% (2.1%)
Natiionall 41.6% -

Notthwest 75.7% 33.7%  22.92 16.4% 22.6% 17.2% 9.5% 19.5% 19.3%  25.7%
Pan Ameriican  12.2% 13.6% 1/ (1.4%) 1.8% (1.2%) (2.6%) (16.7%) 14.5% 11.7%
Pi edmoinit - nila 187.2%
Teans Vorild 9.3% 14.6% 8.67 3.3% 16..9% 15.3% 8.61 (35.8%) 24.3%  14.3%
Uniited - nila 117.5% (8.9%) 597.8% 41.9%  31.3
Viestern 33.2% 25.8% 1/ (46.0%)  (15.2%) 7.9% (2.127) (5.1%)  (70.9%)

Souree: Aifr Cartijer Finaneiizll Statisities,

U.8. Department of Transpeortatithon.
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PERCENTAGE CHANGE TN OPERATIING REVENUES FROM PRECEDING YEAR, 19791333

Carriiet 1979 1980
Anerriicam
Braniff 160.0% 37.4%
Contiinentall
Delita 133.3% 58.9%
Eastern
Nationall 35.0%
Notthwest njla 151.1%
Pan Anerican 11.8% 20.5%
Piedmont
Trans Vorlld 9.3% (8.0%)
Véestern
All Cattiiers 17.7% 16.7%
Souress :

ATLANTIC ENTELTY

1981 1982 1983 1984 1985 1986 1987 1988
nia 191.3% 22.8% 105.8% 41.6% 58.0% 38.2%
(68.5%)  (67.%) -
nla 48.9% 246..0% 58.1%
13.9% 12..4% 2.5% 20.8% 30.8% 7.9% 55.4% 41.8%
nla 209.7% -
39.0% 5.6% 1.9% 16.1% 4.5% 17.4% 14.52
(4.2%) 2.5% 5.6% 0.1% 3.0% 23.6% 12.8%
n/a 160.82
8.6% 3.3% 16.9% 15.3% 8.6%  (35.8%) 24.2% 14.32
nla 3207.6% -
0.7% 2.3% 11.1% 9.7%  (11.9%) 30.7% 19.92

Air Cartrier Financiiall Statiisttic, U.S. Departmeiit of Transpertedtdon.
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PERCENTAGE CHANGE IN OPERATING REVENUES FROM PRECEDING YFAR, 1979-13&8
LATIN AMERTCA ENTITY

Carriet 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
Anetiicam 22.8% 15.0% 1/ (3.5%) 3.0% 1.0% 1.5% 6.3% 12.6% 16.6%
Braniff 15.8% 17.7% 1/ (67.7%)

Contiinentrall nla 366.7% 1/ 42.6% 106..4% 28.1% 29..6% 7.2% 43.8% 80.8%
Dellta 17.0% 14.7% 1/ 15.8% 13.1% 22.1% 9.0% 1.7% 79.3% 41.1%
Eastetn 13.3% 16.8% 1/ 39.0% 21.6% 0.4% 2.6% 0.6% 16.6% (2.1%)
Natiionall nla -

Pan Ametrican 15.1% 16.1% 1/ (4.6%)  (15.6%) (7.3%) (2.0%)  40.0% 6.1% 8.3%
Pii edmont: - nla 676.7%
Viéstenn 33.1% 24.7% 1/ (34.3%)  (15.2%) 7.9% (2.1%) (5.1%)  (70.9%)

Alll Cattriiens  17.6% 16.3% L (10..9%) (6.4%) (0.2%) 1.8% 14.6% 12.3% 12.6%

iy Because of the switch in reportiimg ot Puertte Rico and U.S. Virgin Island data from the Latin Anmeriica to the
Donesitiicc entity in 1981, compariseoms cannot be nmde between the years 1981 and 1980.

Sources: Air Cartiier Financiiall Statiistics, U.S. Departnent of Transporttation.
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PERCENTAGE OF LATIN AMERTCA ENTETY OPERATITNG REVENUES FOR EACH MAJOR CARRIER

1978-19&3
Cartriienr 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988
Anmeriican 23.0% 24.0% 23.7% 17.5% 18.9% 20.8% 21.1% 21.0% 19.5% 19.5% 20.2%
Braniff 15.1% 14.8% 15.0% 19.1% 6.9% -
Continentall 0.0% 0.2% 0.8% 1.2% 2.7% 3.5% 4.5% 4.2% 5.3% 8.6%
Dellta 3.5% 3.5% 3.4% 2. 7% 3.5% 4.2% 5.1% 5.5% 4.8% 7.7% 9.7%
Eastern 25.6% 24.7% 24.8% 15.5% 24.1% 31.4% 31.6% 31.8% 27.9% 29.0% 25.2%
Na t-ii eomeal 1 0.3% -
Pan Anetiicamn 29.3% 28.6% 28..6% 37.4% 40.1% 36.1% 33.5% 32.3% 39.4% 37.3% 35.8%
Pii edmonit - - - - - - 0.1% 0.5%
Vestern 3.6% 4.1% 4.4% 7.2% 5.3% 4.8% 5.2% 5.0% 4.1% 1.1%
Sourcss: Air Carriier Financiiall Statistiics, U.S. Departtmenit of Transporitattion.
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Tabl e IIE-3%

Page 1 of 3
1988 OPERATI NG REVENUES AND PROFI T
FOR ATLANTI C ENTITY
BY CARRI ER
Carrier Opetrattiima; Revenues Operating Profit/Loss
(008) (006)
Aneri can $546,824 ($ B,745)
Cont i nent al $259,126 $ 45,282
Delta $398,080 $ 22,782
Nor t hwest $275,003 $ 23,331
Pan Anerican $2,126,951 $ 15,511
Pi ednont $ 53,305 $ 16,769
Trans \Wor | d $1,586,949 $146,713
TOTAL $5,246,238 $264,643
Sour ce: rrier Financi tisti U. S. Departnent of

Transportation.
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Tabl e IIC-3%

Page 2 of 3
1988 OPERATI NG REVENUES AND PRCFI T
LATI N AMERI CA ENTI TY
BY CARRI ER
Carrier Operattiimg Revenues Opetrattiim@y Profit/Loss
1220 ) V4 (000)
Anerican $373,680 $ 23,599
Cont i nent al $158,404 $ 14,599
Del ta $179,200 $ 42,572
Eastern $465,315 ($ 22,414)
Pan Anmerican $661,440 $ 60,502
Pi ednont $ 8,575 ($ 5,245)
TOTAL $1,846,614 $113,613

Source: Air Carrier Financial Statistics., U S. Departnent of
Transportation.
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Tabl e LLE-3%

Page 3 of 3
1988 OPERATI NG REVENUES AND PRCFI TS
PACI FI C ENTI TY
BY CARRI ER
Carrier Opefrattiim@ Revenues Operating Profit/Loss
o) e9)

Ameri can $ 82,485 ($ El1D29))
Cont i nent al $454,135 $110,446
Delta $131,, 5677 $ 18,31%
Nor t hwest $1,918,232 $153,744
Uni ted $1,790,21% $207,898
TOTAL $4,376,637 $479,283

Source: A& Carrier Financial Statistics, U S. Departnent of
Transportation.
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Tabl e LIE-3%
Page 1 of 5

1988 Yl ELDS FOR SCHEDULED PASSENGER SERVI CE
BY CARRIER AND OPERATING ENTITY

Carrier/ Yield
Entity Revenue/ RPM
Aneri can ~
System $ .1166
Donesti c L1192
I nt ernati onal 1002
Atlantic 10925
Latin Am 1079
Pacific 11269
Continental -
System $ .1006
Donesti c .1061
I nt ernati onal .0816
Atlantic . 0638
Latin Am .0981
Pacific .0917
Delta =~
System $ .1324
Donesti c .1352
I nt ernati onal 1102
Atlantic . 0999
Latin Am . 1192
Pacific . 1439
Eastern -
System $ .1209
Donesti c 1200
I nt ernati onal .1281
Latin Am .1281
Nor t hwest -
System $ .1199
Donesti c .1254
I nt ernati onal L1115
Atlantic . 0839
Pacific 1166
Pan Anerican -
System $ .1047
Donesti c .1094
I nt ernati onal .1034
Atlantic .1004
Latin Am .1138
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Tabl e LII-3%
Page 2 of 5

1988 YIELDS FOR SCHEDULED PASSENGER SERVI CE
BY CARRI ER AND OPERATI NG ENTITY (CGONT’D.))

Carrier/ Yield
Operating Entity Revenue/ RPM
Pi ednont -
System $ .1731
Donesti c .1759
I nt ernati onal .1049
Atlantic .1082
Latin Am . 0890
Trans Wrld -
System $ .1066
Donesti c 1147
I nt ernati onal . 0944
Atl antic . 0944
United -
System $ .1108
Donesti c .1086
I nt ernati onal 1212
Pacific 1212

Source: Air Carrier Financial Statistics and Air Carrier Traffic
Statistics Monthilw, U S. Departnment of Transportation.
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Tabl e 1IE-36
Page 3 of 5

1988 SCHEDULED PASSENGER YI ELDS FOR ATLANTIC ENTITY

Carrier Yield
Aneri can $ .0925
Cont i nent al .0638
Del ta . 0999
Nor t hwest .0839
Pan American .1004
Pi edrmont .1082
Trans Worl d . 0944
Al Carriers $ .0941

Source: Pages 1 and 2 of this Table.
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Tabl e 1IE-3®

Page 4 of 5
1 EDULED PASSE R Yl EL E LATI N _AMVERI ENTITY
Carrier Yi el d
Aneri can $ .1079
Cont i nent al .0981
Delta .1192
Eastern .1281
Pan Aneri can .1138
Pi ednont . 0890
All Carriers L1147

Source: Pages 1 and 2 of this table.
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Tabl e LEI-36
Page 5 of 5

1988 SCHEDULED PASSENGER YI ELDS FOR PACIFI C ENTITY

Carrier Yield
Anerican $ .1269
Conti nent al . 0917
Delta .1439
Nor t hwest +1166
Uni t ed L1212
All Carriers ,1160

Source: Pages 1 and 2 of this table.
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Tabl e LEI-37

Page 1 of 3

1988 OPERATI NG REVENUES PER REVENUE TON M LE AND
MLE

ERATI

EXPENSES PER REVENUE T

FOR ATLANTIC ENTITIES

Qperating Revenues

Operati ng Expenses

Carrier Per Revenue Ton Mle Per Revenue Ton Mle Marain
Aneri can $ .7681 $ .T7762 ($ .008D)
Cont i nent al $ .5225 $ .4312 $ .0913
Del ta $ .8948 $ .8435 $ .0513
Nor t hwest $ .7184 $ .6575 $ .0609
Pan American $ .8894 $ .8829 $ .0065
Pi ednont $ .8033 $ .5506 $ .2527
Trans Worl d $ .9117 $ .8273 $ .0820
Al Carriers $ .8415 $ .7991 $ .0424

Source: Air Carrier Financial Statistics and Air Carrier Traffic

Statistics Mnthly,

U S. Departnment
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Tabl e £riI-37

Page 2 of 3
1
OPERATI NG EXPENSES PER REVENUE TON M LE
FOR LATIN AMERI CA ENTI TI ES
Qperating Revenues Operating Expenses
Carrier Per Revenue Ton Mle Per Revenue Ton MI|e Nargin
Aneri can $1.0818 $1.0135 $ .0683
Conti nent al $1.0503 $ .9535 $ .0968
Delta $1.1781 $ .8982 $ .2799
Eastern $1.1895 $1.2468 ($ .0573)
Pan American $1.022% $ .9294 $ .0935
Pi ednont $ .9538 $1.5373 (3 -.683%5))
Al Carriers $1.08%4 $1.0223 $ .0673

Source: Air Carrier Financial Statistics and Air Carrier Traffic
Statistics Mnthly, U S. Departnment of Transportation.
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Tabl e LL-37
Page 3 of 3

1988 OPERATI NG REVENUES PER REVENUE TON M LE AND
OPERATI NG EXPENSES PER REVENUE TON M LE
FOR PACIFIC ENTITIES

_ Qperating Revenues Oper ati ng Expenses

Carrier Per Revenue Ton MIle Per Revenue Ton Mle Mhrgin
Aneri can $1.0826 $1.2286 ($ -1460)
Conti nent al $ .8268 $ .6257 $ .2011
Delta $1.2533 $1.0788 $ 1745
Nor t hwest $ .8377 $ .7705 $ .0672
Uni t ed $1.133% $1.0019 $ 1317
All Carriers $ ,9518 $ .8473 $ .1042

Sour ce: Alr Carrier Financial Statistics and Air Carrier Traffic
Statistics Mnthly, US. Departnment of Transportation.
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Tabl e 1EE-38
Page 1 of 2

1988 OPERATI NG REVENUES PER REVENUE TON M LE

OPERATI NG _EXPENS

ES PE

BY CARRIER AND OP

R REVENUE TON M LE
ERATI NG ENTI TY

Carrierl Operating Revenues Oper ati ng Expenses
Entity Per Revenue Ton MIle Per Revenue Ton Mle Margin
Aneri can
System $1.1964 $1.0843 $ 1121
Donesti c 1.2551 1.1230 .1312
| nt er nati onal ..8848 .8789 ..0059
Atlantic .7681 L7762 ( -0081)
Latin Am 1.0818 1L o135 .0683
Pacific 1.0826 1.2286 ( .1460)
Cont i nent al
System $ .9719 $ .9541 $ .0178
Donesti c 1.0552 1.0801 ( .0249)
| nt er nati onal . 7288 ..5864 L1424
Atl antic 5225 .4312
Latin Am 1.0503 . 9535 090968
Pacific .8268 <6257 .2011
Delta
System $1.2599 $1.1705 $ .0894
Donestic 1.2939 1.208® ..0853
| nt ernati onal 1.0098 ..8906 1192
Atl antic . 8948 8435 L0813
Latin Am 1:1781 :8982 <2799
Pacific 1.2533 1.0788
Eastern
Syst em $1.2221 $1.2879 ($ .0658)
Donestic 1.2266 1.2936 ( .0067)
I nternational 1.1895 1.2468 ( .0573)
Latin Am 1.189% 1.2468 ( .0573)
Nor t hwest
System $ .9656 $ .9318 $ .0338
Donesti c 1.0901 1.0842 0059
| nt er nati onal 8206 L7543 Looo.
Atlantic 7184 26575 0609
Pacific .8377 . 7705
Pan Anerican
System $ .9363 $ ..9638 $ 0275)
Donesti c 1.0069 1.2339 (v 6.2270))
| nt er nati onal .9178 .8928 0065
Atl antic ..8894 8829
Latin Am 1.0229 : 9294 000935
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Tabl e LEL-33

Page 2 of 2
Carrier/ Qperating Revenues Operati ng Expenses
Entity Per Revenue Ton Mle Per Revenue Ton Mle Marain
Pi ednont
System $1.6880 $1.4899 $ .1981
Donesti c 1.7373 1.536% . 2007
I nt ernati onal .8212 . 6683 .1529
Atlantic .8033 . 5506 . 2527
Latin Am . 9538 1.5373 (.683%))
Trans Wrl d
System $1.043% $ .9816 $ .0620
Donesti c 1.1377 1.091% . 0462
I nt ernati onal .9117 .8273 .0844
Atlantic 9117 .8273 . 0844
Uni ted
System $1.0797 $ .9977 $ .0820
Donesti c 1.0663 . 9966 .0702
I nt ernati onal 1.1336 1.0019 1317
Pacific 1.133%6 1.001% 1317
Sour ce: Alr Carrier Financial Statistics and Air Carrier Traffic

Statistics Monithily, U S. Departnent of Transportation.
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Tabl e 1k-3%
Page 1 of 3

OPERATI NG EXPENSE PER AVAI LABLE TON M LE

BY CARRIER FOR ATLANTIC ENTITY

1984-1988

Carrier 1084 1985 1986 1987 1988
Areri can . 4072 . 3663 .3629 L4321 . 4486
Cont i nent al . 2658 <2712 .2493 . 2528
Delta .4208 . 4077 . 3956 4252 .4602
Nor t hwest 3971 . 3696 . 3341 .4071 . 3833
Pan American .5317 4798 .5146 .5585 .5596
Pi ednont . 3563 . 3742
Trans Worl d . 4941 .4938 .4434 .4672 4746

Sour ce: Alr Carrier

Fi nanci al

Statistics and Ar

Carrier Traffic

Statistics Nonthilw, U S. Departnment of Transportation.
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Tabl e fIk-39
Page 2 of 3

OPERATI NG EXPENSE PER AVAI LABLE TON M LE
BY CARRIER FOR LATIN AMERICA ENTITY

1984-1988

Carrier 1984 1985 1986 1987 1988
Aneri can .5842 .5669 5323 ~5405 ~5545
Conti nent al . 4485 .4863 4766 .4468 5060
Delta .5695 5722 .5454 4743 5253
Eastern ..6808 -.6844 6527 .6327 6555
Pan Ameri can .6000 .5748 ~4905 4765 ~5175
Pi ednont . 8459 . 7709
Vst ern 4330 -4626 ~4335 . 4956 -

Sour ce: Alr Carrier Financial Statistics and Air Carrier Traffic
Statistics Mnthly, US. Departnment of Transportation.
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Table 1fh-39
Page 3 of 3

OPERATI NG EXPENSE PER AVAI LABLE TON M LE

BY CARRIER FOR PACIFIC ENTITY

1984-1988

Carrier 1984 1985 1986 1987 1988
Amreri can .6183 . 6945
Cont i nent al .5327 4340 .4158 . 3829 .3229
Delta .4775 . 5806
Nor t hwest .3611 .3579 . 3765 .4209 . 4843
Pan Anerican .5014 .5031 . 5492
United .4371 . 4867 .5374 .5920 .6634
Source: Air Carrier Financial Statistics and Alr Carrjier Traffic
Statistics Mnthly, U S. Departnent of Transportation
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Table V-]
Page 1 of 2

| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE

OF TOTAL ENPLANEMENTS AT LARGE HUBS

Hub

Atl anta

Bal tinore

Bost on

Charlotte
Chicago (O Hare)
d evel and
Dalllas/Ftt. Worth
Denver

Detroit

Ft. Lauderdal e
Honol ul u

Houst on

Kansas City

Las Vegas

Los Angel es (Int"[.))
Menphi s

M am

M nneapol i s

Newar k

New Ol eans

New York (Kennedy)
Ol ando

1978, 1984 & 1988

1988

1978 1984
1.3% 1.9%
i i/
5.7% 4.5%

Af 0.0%
1.3% 1.1%
0.1% L/
2.9% 2.0%
0.0% 0.0%
0.1% 0.0%
1.1% 1Y
6.9% 8.1%
1.8% 4.7%
0.0% 1y
0.0% 0.0%
4.8% 4.3%

17 1/

21.9% 19.7%
0.0% 1.2%
6.8% 1.9%
3.3% o/

34.7% 34.6%
k¥4 0.0%

96

2.4%
2.3%
4.6%
1.0%
1.6%
L/
3.2%
0.3%
1.5%

12.2%
8.8%
0.0%
0.0%
4.6%
0.0%

23.2%
0.8%
3.0%

38.4%
0.5%



Phi | adel phi a
Phoeni x
Pittsburgh

St. Louis

Salt Lake Gty
San Diego

San Franci sco
Seattle

Tanpa

Washi ngt on (Dullles))

2.8%
0.0%
0.0%
0.0%

2.1%
2.8%
0.9%

14.6%

L/ Was not a large hub in this year.

Sour ce:

Al rport Activity Statistics,

Transportation.
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.5%
. 0%
. 0%
. 0%
. 0%
. 0%
A%
.6%
1%
A%

Tabl e 1V-1
Page 2 of 2

0.7%
0.2%
0.0%
0.9%
0.0%
0.0%
3.3%
5.0%
0.0%
5.5%

U S. Departnment of



NUMBER OF | NTERNATI ONAL ENPL.ANEMENTS AT Al RPORTS

Tabl e V-2

THAT WERE LARGE HUBS IN BOTH 1978 AND 1988
Al rport 1978 Enplanmenitss 1988 Enplanememitss 1988 % Chancre
Rank
Atl anta 233,666 522,283 7 124%
Bost on 392,377 465,187 8 19%
Chi cago 279,886 414,468 10 48%
Dal | as 274,946 664,213 5 142%
Denver 0 42,942 18
Detroit 5,503 134,183 14 2338%
Honol ul u 405,183 1,027,005 3 153%
Houst on 82,342 602,195 6 631%
Kansas City 0 0 0%
Las Vegas 0 0 0%
Los Angel es 620,674 856,864 4 39%
M am 1,379,180 2,191,779 2 59%
M nneapol i s 372 65,265 16 17444%
Newar k 287,276 330,275 12 15%
New Yor k 2,960,326 4,097,332 1 38%
( Kennedy)
Phi | adel phi a 114,852 46,937 17 (59%)
Phoeni x 0 22,262 19
Pittsburgh 639 0
St. Louis 0 87,842 15
San Franci sco 174,179 435,903 9 150%
Seattle 113,668 340,875 11 200%
Tanmpa 28,999 429 20
Washi ngt on 207,966 239,192 13 15%



Tabl e 1V-3
Page 1 of 22

| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFNTS
AT ATLANTA
1978, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for-1988

Cont i nent al 26.6% 0.8%
Delta 0.4% 2.7% 3.6% 58.4%
Eastern 2.7% 1.2% 0.3% 34.6%

Sour ce: Airport Activity Statistics
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Tabl e IV-3
Page 2 of 22

CARRI ER' S TOT AL ENIPI.ANIEIMENE

AT BALTI MORE
1988
Carrier's % of
Carrier 1988 Total Airport

Enpll. for 1988
Eastern 12.1% 5.9%
Pi ednont 1.2% 58..0%
Trans worl d 27.0% 3.8%

Source: Airport
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMENIS
AT BOSTON
197&, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Areri can 5.5% 5.7% 3.2% 9.9%
Delta 4.2% 4.4% 4.1% 17.4%
Eastern 4.5% 0.1% 0.0% 16.4%
Nor t hwest 0.0% 19.9% 25.0% 9.4%
Pan American 87.0% 0.2% 0.0% 5.7%
Trans Wrl d 18.3% 27.4% 21.9% 5.5%

Source: Airport Actiivitw Statistics, U S. Departnent of
Transportation.
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Tabl e V-3
Page 4 of 22

| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMENTS
AT CHARLOITE
1984 & 1988

Carrier's % of
Carrier 1984 1988 Total Airport
Enpll. for 1988

Pi ednont 1.0% 91.9%

Source: Airport Activity Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE COF

CARRI ER S TOTAL ENPLANEMENTS
AT CH CAGO O HARE
1978, 1984 & 1988

Carrier 1978 1984 1988
Anerican 2.9% 0.8% 3.2%
Eastern 3.2%

Nor t hwest 2.5% 13.7% 11.1%
Pan Anerican 71.1%
Trans Worl d 3.9% 11.1% 15.0%

Carrier's % of
Total Airport
Enpll. for 1988

30.3%

2.9%

1.9%

Source: Airport Activity Statistics, U S. Departnent of

Transportation.
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| NTERNATI ONAL ENPLANEMENTS AS A PERCI

Tabl e 1V-3
Page 6 of 22

ENTAGE OF

CARRI ER' S TOTAL ENPLANEMENTS

AT DALIAS Ar. WORTH

1978, 1984 & 1988

Carrier 1978 1984 1988
Amer i can 4.0% 3.1% 4.6%
Brani ff 4.8%
Cont i nent al 1.5%
Delta 0.4% 0.8%

Sour ce: Al rport Activity Statisti

CS,

Transportation.
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Carrier's % of
Total Airport
Enpll. for 1988

63.7%

1.9%

25.7%

U S. Departnent of
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| NTERNATI ONAL ENPLANFMENTS AS A PERCI

Tabl e 1V-3
Page 7 of 22

ENTAGE OF

CARRI ER S TOTAL ENPLANEMENTS
AT DENVER
1988
Carrier 1988
Cont i nent al 0.7%
Source; Airport Activity Statistics,

Transportati on.
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Carrier's % of
Total Airport
Enpll. for 1988

41.0%

U S. Departnment of



Tabl e IV-3
Page 8 of 22

CARRI ER' S TOT AL ENIPLANEMENBS A
AT DETROT

1978 & 1988

Carrier's % of
Carrier 1978 1988 Total Airport
Enpll. for 1988

Delta 0.0% 5.7%
Eastern 0.8%

Nor t hwest 1.7% 60..0%
Pan American 7.4% 36.2% 1.2%

Source: Airport Activity Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE OF

CARRI ER' S TOTAL ENPLANEMENTS

AT HONOLULU

1978, 1984 & 1988

Carrier 1978 1984 1988
Conti nent al 2.7% 47.2% 34.7%
Nor t hwest 34.5% 39.4% 57.8%
Pan Anerican 45.2% 48.6%
Uni ted 25.7%

Sour ce: Al rport Aetivity Statistics,

Transportation.
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Carrier's % of
Total Airport
Enpll. for 1988

9.1%

6.4%

17.0%

U S. Departnment of



Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFINTS
AT HOUSTON
1978, 1984 & 1988

_ Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Brani ff 4.9%
Cont i nent al 9.1% 8.8% 77.0%
Pan Anerican 60.6% 11.0%

Source: Airport Activity Statistics, U S. Departnment of
Transportati on.
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Tabl e V-3
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| NTERNATI ONAL ENPLANEMEINTS AS A PRECENTAGE OF
CARRI ER S TOTAL ENPL.ANEMENTS
AT LOS ANGELES
1978, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll.. for 1988

Brani ff 67.9%

Cont i nent al 2.4% 9.0%
Delta 1.4% 10.3% 15.5%
Nor t hwest 25.8% 18.7% 4.8%
Pan Anerican 5.9% 40.0% 18.8% 4.7%
Trans Worl d 6.7% 8.3% 7.9% 5.0%
United 3.4% 17.7%
Wéstern 9.8% 10.2%

Source: Airport Aetiivity Statistics, U S. Departnent of
Transportation.
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Tabl e IV-3
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| NTERNATI ONAL ENPLANEMFNTS AS A PERCENTAGE OF
CARRI ER S TOTAL ENPLANFMENIS
AT M AM
1978, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Ameri can 1.8% 4.9%
Braniff 44.3%

Cont i nent al 23.0% 6.5%
Delta 0.8%

Eastern 28.9% 25.4% 28.7% 45.1%
Nat i onal 10.5%

Nor t hwest 0.3%

Pan American 98.4% 28.6% 44.9% 18..9%

Source: Airport Aetiivitw Statistics, U S. Departnment of
Transportation.
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Tabl e IV-3
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| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTACGE OF
CARRI ER' S TOTAL ENPLANEMFINTS
AT M NNEAPQLI S
1978, 1984 & 1988

_ Carrier's % of
Carrier 1978 1984 T A498&% | Airport
Enpl. r 1988

Nor t hwest 0.0% 2.5% 0.8% 77.6%

Source: Airport Activity Statistics, U'S. Department of
Transportati on.
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Tabl e 1V-3
Page 14 of 22

| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFINIS

AT NEWARK
1978, 1984 & 1988

Carrier 1978 1984 1988

Areri can 24.9%

Conti nent al 5.9%
Del ta 8.8%

Eastern 9.3% 4.0% 5.3%
Nor t hwest 0.1%

Pan American 0.4%

Peopl e's Express 2.9%

Trans Worl d 5.9%

Sour ce: Airport Activity Statistics,

Transportation.
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Carrier's % of

Eada. o1 " 1908

43.9%

8.9%

U S. Department of



Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTACGE OF
CARRI ER' S TOTAL ENPIANENWENTS
AT NEW YORK (KENNEDY)
1978, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Ameri can 46.2% 29.8% 33.1% 18.9%
Brani ff 28.2%

Cont i nent al 99..8% 0.2%
Del ta 8.2% 10.9%

Eastern 28.3% 11.9% 12.0% 7.4%
Nat i onal 0.5%

Nor t hwest 64.4% 61.4% 2.2%
Pan American 93.2% 49.2% 54.8% 29. 0%
Trans Worl d 47.2% 46.6% 40.7% 28.2%
Uni t ed - - 14.9% 5.3%

Source: Airport Activity Statistics, US. Department of
Transportati on.
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Tabl e 1IV-3
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| NTERNATI ONAL ENPLANEMEINGES AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFNTS
AT ORLANDO
1988

_ Carrier's % of
Carrier 1988 Total Airport
Enpll. for 1988

Delta 0.9% 26.4%

Pan Anerican 3.8% 2.9%

Source: Airport Aetiiviity Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE
CARRI ER' S TOTAL ENPLANEMFINTS
AT PH LADELPHI A
1978, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Delta 0.0%
East ern 9.3% 3.4% 2.3% 16..9%
Trans Worl d 4.2% 9.5% 7.4% 4.3%

Source: Airport Aectiivity Statistics, U S. Departnent of
Transportati on.
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Tabl e 1IV-3
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| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTACGE OF
CARRI ER' S TOTAL ENPLANEMENTS
AT PHOEN X
1988

_ Carrier's % of
Carrier 1988 Total Airport
Enpll. for 1988

Delta 4.3% 5.5%

Source: Airport Activity Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTACGE OF
CARRI ER' S TOTAL ENPLANFMENTS
AT ST. LQULS
1984 & 1988

_ Carrier's % of
Carrier 1984 1988 Total Airport
Eapll. for 1988

Trans Worl d 1.1% 82.4%

Source: Airport Aetiivitv Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMENTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFNIS
AT _SAN FRANCI SCO
1978, 1984 & 1988

. Carrier's % of
Carrier 1978 1984 1988 Total Airport

Enpll. for 1988

Nor t hwest 10.3% 16.2% 4.9%
Pan Anerican 47.8% 32.7% 19.9% 2.9%
Uni t ed 5.7% 35.4%

Source: Airport Aetiivity Statistics, U S. Departnent of
Transportation.
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Tabl e 1V-3
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| NTERNATI ONAL ENPLANEMEINTS AS A PERCENTAGE OF
CARRI ER' S TOTAL ENPLANEMFNS
AT SEATTLE
197&, 1984 & 1988

Carrier's % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Amreri can 0.2% 8.2%
Nor t hwest 9.3% 18.3% 17.8% 11.2%
Pan Anerican 41.6% 80.5% 77.1% 0.7%
United 7.4% 8.5% 28..6%

Source: Airport Aetiiwvifty Statistics, U S. Departnent of
Transportation.
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Tabl e IV-3
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| NTERNATI ONAL ENPL.ANEMEINTS AS A PRECENTAGE OF
CARRI ER' S TOTAL ENPLANEMENTS
AT WASHI NGTON
1978, 1984 & 1988

Carrier % of
Carrier 1978 1984 1988 Total Airport
Enpll. for 1988

Ameri can 16..2%
Brani ff 8.1%
Cont i nent al 1.6% 7.6%
Pan American 65.7% 40.3% 93.0% 4.4%
Trans Worl d 16..0% 27.7% 27.8% 4.6%

Source: Airport Activity Statistics, U 'S. Departnent of
Transportation.
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Tabl e 1V—4
Page 1 of 2

CONNECTI ON_FACTOR | NDEX FOR COVMUNI T1 ES
THAT WERE GATEWAYS FOR THE LONDON MARKET
| N BOTH 1978 AND 1988

Gat eway 1978 | ndex 1988 | ndex Chance
Nonst op 1978 and 1988
Atl ant a 1.17 1.09 - .08
Bost on 1.12 1.03 - .09
Chi cago 1.18 1.07 - .11
Dal | as 1.13 1.09 ~ .04
Los Angel es 1.18 1.04 -~ .14
M am 1.25 1.08 - .17
New Yor k 1.06 1.05 )i §
San Franci sco 1.25 1.06 - .19
Seattle 1.1% 1.11 - .04
Washi ngt on 1.17 1.04 - .13
Aver age 1.13 1.06 - .07

Nonst op 1988 and Singlle-Pllame 1978

Detroit 1.19 1.05 - .14
Houst on 1.45 1.11 - .34
Phi | adel phi a 1.10 1.07 - .03
Aver age 1.24 1.08 - .16

Nonst op 1988 and Non- Gat eway 1978

Bal ti nore 2.00 1.04 - .96
Charlotte 1.94 1.06 - .88
C nci nnat i 1.92 1.07 - .85
Denver 1.48 1.15 - .33
M nneapol i s 1.76 1.09 - .67
Ral ei g 2.20 1.23 - .97
St. Louis 1.72 1.10 - .62
Aver age 1.75 1.10 - .65
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Tabl e 1V-4
Page 2 of 2

CONNECTI ON | NDEX FOR THE LARGEST 20 t.S-LONDON
G TY PAIRS THAT WERE NOT GATEWAYS I N THE LONDON MARKET

US. City 1978 | ndex 1988 | ndex Change
Austin 1.39 1.09 - .30
Cl evel and 1.61 1.22 - .39
Col unbus 1.61 1.13 - .48
Honol ul u 1.95 1.26 - .69
I ndi anapol i s 1.91 1.19 - .72
Jacksonville 1.33 1.09 - . 24
Kansas City 1.36 1.14 -. 22
Las Vegas 1.76 1.21 - .55
Menphi s 1.71 1.11 - .60
Nashville 2.14 1.12 - .72
New Ol eans 1.48 1.16 - .32
Nor f ol k 2.07 1.27 - .80
Ol ando 1.54 1.33 -.21
Phoeni x 1.64 1.21 - .43
Pittsburgh 1.47 1.16 -.31
Portl and 1.32 1.40 + .08
Salt Lake City 2.16 1.15 -1.01
San Antonio 1.60 1.13 - .47
San Diego 2.10 1.11 - .99
Tanmpa 1.42 1.28 - .14
Aver age 1.61 1.23 - .38
Sour ce: Oriigiin-Destiination Survey, U.S. Departnent of

Transportation.
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Tabl e 1V-5
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CONNECTI ON FACTOR | NDEX FOR COVMUNI TI ES
THAT WERE GATEWAYS FOR THE TOKYO MARKET
| N BOTH 1978 AND 1988

Gat eway 1978 | ndex 1988 | ndex Chenge
Gateways in 1978 and 1988

.75
Bonohgbu 1.03 1.00 - .08
Los Angel es 1.46 1.21 - .25
New Yor k 1.88 1.34 - .54
San Franci sco 1.34 1.27 - .07
Seattl e 1.44 1.03 - .37
Aver age 1.31 1.14 - .17
Gateways in 1988 but not 1978
Dal | as 2.34 1.26 -1.08
Detroit 2.14 1.23 - .9
Port| and 1.86 1.05 - . 81
Aver age 2.10 1.17 - .93
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CONNECTI ON | NDEX

Tabl e IV-5
Page 2 of 2

FOR THE LARGEST 25 U.S. - TOKYO

CITY PAIRS THAT WERE

NOT GATEWAYS | N THE TOKYO MARKET

U S City

Atl anta

Bost on

C nci nnat i

Cl evel and
Col unmbus
Dayt on
Denver
Houst on

I ndi anapol i s
Las Vegas

M am

M nneapol i s
Nashvil |l e
New Ol eans
Ol ando

Phi | adel phi a
Phoeni x

Pi ttsburgh
Ral ei gh
Rochest er
St. Louis
Salt Lake Gty
San Diego
Tanpa

Washi ngt on

Aver age

1978 | ndex 1988 | ndex Change
2.60 1.42 -1.18
2.37 1.46 - .91
2.45 1.54 - .9
2.06 1.37 -~ . 69
2.31 l1.66 - .65
2.49 1.60 - .89
2.23 1.34 - .89
2.23 1.53 - .70
2.27 1.56 - .71
2.26 1.84 ~ .42
2.65 1.64 -1.01
2.01 1.24 - .77
2.63 1.40 -1.23
2.64 1.57 =-1.07
2.49 1.74 ~-. 175
2.28 1.51 - . 77
2.08 1.76 - . 32
2.43 1.67 - .76
2.50 1.72 - .78
2.63 1.50 -1.13
2.33 1.57 - .76
2.27 1.38 ~ .89
2.09 1.69 -~ .40
2.11 1.43 ~ .68
2.35 1.42 - .93
2.31 1.51 - . 80

}

Source: Qrigin-Destiination Survey, U S. Departnent of

Transportati on.
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